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Page 4881 


Page 4896 


Page 4897 


Page 4900 


Page 4902 


Page 4917 


Page 4924 


Page 4941 
Page 4943 
Page 4948 


Pape 4952 


ORRIGENDUM 


delete fives i, G57 16 and part of 17, 


substitute: "I would like to make an open-| 


ing comment on this description I will 
undertake to give on the proration 


mechanism, It 1s am over=simplification 


of what really takes place!’ 


line 23, delete "granted" 
substitute “times” 


line 11, delete “so-called” 
substitute "prorated" 


Janel salver “situation” 
insert "and" 
line “12, delete "and" 


tine 6G, delete “in the eastern ‘states”, 
substitute “stich as The Eastern States 
Company" 


1 


line 18, delete "exploration' 
substitute "production" 
Pineleie deleken"17Z" 
substitute 70%" 

line 24, delete "Mr. Frawley’ 


Tin 


substitute "Mr. White" 
line 25, delete "Guanipa" 
substitute "Guico" 


delete “certain” 
specreuce- Unatriliated” 


line 16, after “factors” 
insert, “including" 


line 19, delete "we" 
substitute "one company’ 


tine 6, delete “$2. 05" 
Sa Oeiilues § ey DOL 5 


dine 17, delete “out” 
substitute "pipe" 


lines 23 and 24, delete "35%" and "21%" 


substitute "35°" and "310" 
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Page 4953 


Page 4956 


Page 4959 


Page 4963 


Page 4976 


line 7, delete "pipes" 
substitute "types' 


line 23, delete "just" 
substitute "thus" 


line 19, delete "worthwhile" 


substitute "reasonable" 


line 24, delete "3d" 
substitute “G¢" 


line 6, delete "produced" 
substitute "purchased" 


last line, delete "ballot" 
Subsbituve “balance” 


line 9, delete "31" 
SupsuLLuLe "Ol 


Page 4977 line 15, delete "projection" 
substitute "a refinery projected" 


Page 4981 lines 20 & 21, delete “in ground" 


Page 4988 


Page 4992 


Page 5006 
Page 5008 


Fave Sol 


Face 5017 


substitute "and crown" 


tine oo, otter “sales" 
insert period 


tine 14 arter “basin” 
insert comma 


line 25, delete "dries" 
substitute "drives" 


line 12, delete "it" 
line 157 a6 end of line add 


line 1, delete "exports" 
substitute "imports" 


line 7, delete "integrate" 
substitute "regulate" 


ine 11, delete “tle. in” 


supstiatucve: “tie them in with” 


tine-25, delete “with 502” 
substitute "for 50¢" 
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In Volume 39 


Page 5526 the names "El Secunda” and "San Joachim" | 


\ should read “El Segundo" and "San 
i Joaquim" 

i Page 5534 line 19, delete "21,6000" 
substitute "21,600" 

| line 22,delete "a" 

fi tine 23 delete 71,000" 

i substitute "10,000" 

Page 5538 line 23, delete "3¢" 

1 substi tute” faa! 


Pape 5540 dine 15. delete 2d” 
substitute “2/7ths" 


Hane tf. delete “non” 


rage 5550 Jine 23, delete. “in volume" 


substitute “on water" 


rage DD Dope e Somani. 12 


delete "trans-middle" 
Supstatute “tCransmittak 


Pe 


. ¢ 


‘alae 


SE 


op .Vf nee 


eo ,f% Ande 
s3id toecur' 


a) 


Ne + Sons 


etd tgadan 


ie2 BOLE 
SetuoTlsue sn 


273 sta Cnh 


aa ‘waht fics ies 


B etagh lai afte 
Do, Ses 
oO] pect ES pati 
be<lata 


PRESENT: 


Mr. 


Mr. 


Mr. 


Drs 


Mier 


Dr. 


ROYAL COMMISSION 
ON 


ENERGY 


Hearings held at Calgary, 
commencing Tuesday, April 
POy, 1950 yet O.00 a.m. 


H. Borden, C.M.G., Q.C. -- Chairman 


del. 


Levesque -- Member 
Britnell -- Member 


Howland -- Member 


+ Ladnes, GC, -~- Member 


Hardy -- Member 


COMMISSION COUNSEL: 


Mr. 


i, 


Mr. 


A.S. 


Pattillo, Q.C. 


Miles H. Patterson, 


dels 


Parkinson -- Secretary to the 
Commission. 


Major N. Lafrance -- Assistant Secretary 


to the Commission. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Thursday, 
May 15, 1958 


---On resuming at 10.00 a.m. 


---Mr. Commissioner Levesque was not present. 


---Mr., Commissioner Ladner was not present. 


Submission of 


WEST MAYGILL GAS AND OIL LIMITED 


APPEARANCE: 


Mr. J.M. Pierce - President 


MR TPATTILEO. 1 Mar. eChaiaman, Mr. Pierce 
has submitted a letter of date February 10th and 
has supplemented that letter by a letter dated 
May 9th, 1958. I would suggest that they be 
fastened together and that they be marked, as one 
exhibit, (CC=15-h; 

Mr, Pierce, would you please read both 


the letters? 


---EXHIBIT NO. CC-15-1: Letters dated February 10, 
and May 9, 1958. 


MR. PIERCE: Mr. Chairman and members of 
the Commission, on behalf of West Maygill Gas and 
Oil Limited, I wish to place on record some facts 
relevant to the exploration for oil and gas and the 


marketing thereof in Canada. 
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ff 


It is possible to divide Canadian independent 


producers into two categories: 


Lt Pureexploration companies who have discovered 
their oil and gas reserves by astute geology and 
follow-up engineering and luck in varying combina- 


TLONS Of these factors; and 


2, Retail purchasers -- companies that have 

purchased the majority of their reserves, mainly 

oil, at Crown lease sales in the Provinces of 

Alberta and Saskatchewan. 

ine Od 2noustry 16 by mature a Nigh risk 

business there being no such thing as a proven lease 
until it is actually drilled and placed on production 
and we believe that several of these purchasing 


groups have not placed a sufficient risk factor 


into these purchases. Furthermore, the marketing 
Of O11 1tsell is a nigh risk pusiness and the history 
of the industry throughout the world has shown that 
oil marketing fluctuates from time to time. 

We recognize that Canada's production 
has now grown to the stage where we are competitive 
on the world's oil markets and are in reality in no 
different position from the oil producers in Kansas, 


Wyoming and Texas. It is unfortunate that Canada's 


growth to oil producing maturity has coincided in 


time with a depressed period in world oil marketing, 
but this is a fact that we must face. 


The companies that have secured their 
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reserves by discovery or careful retail buying will 
have taken sufficient risk factor into account to where 
they will not be seriously hurt by reduced market 
volumes and we do not think that it is fair and 
equitable to ask these producers to, in effect, 
subsidize the retail purchasers by forcing 

Western oil into uneconomic markets. We are afraid 
that the estimate of a price reduction at the 
wellhead of 10 cents per barrel for Alberta crude 

to be competitive in Montreal would in reality become 
more like 50 cents, or even more, by the time Alberta 
erude got into active competition in the Montreal 
area, 

We think that a complete free energy 
approach to the hydro carbon energy industry is 
fundamental, If this was done at the present time 
the rapid increase in income from the new gas markets 
would offset the moderate decline in oil income being 
suffered by some segments of the industry, and, 
therefore, the net total would tend to balance out. 

We pelieve it most important that in a 
High risk, high odds resource industry like oil, 
government should exercise a minimum of inter- 
ference because by their very nature the two types 
of administration are incompatible. 

On the subject of gas export we would 
like to make the point that we consider there is 


great urgency in the approval of gas export from 
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Canada to the United States. These markets will 
not wait for us. Gas transmission and distribution 
is, by nature, a monopoly business. Once a pipeline 
and distribution system are into an area the 
history of the business has shown that very rarely 


is a secondary distribution system ever built. 


Therefore, the first supplier in has the market, 
it is that simple. At the present time the Canadian 
industry can secure certain American markets, not 


because the Americans are short of gas, but by 


simple economics of the fact that we can lay down 
gas in these areas at a lower price than can 
American suppliers. It is essential that we get 
our supply lines in as soon as possible and 


secure these markets. 


The date of that original submission 
was February 10, and after some discussions on 
these matters with Mr, Pattillo, we submitted 


an amending letter dated May 9, which is almost 


three months later. 
In regard to our appearance before 
the Royal Commission on Energy on Wednesday, 
Muy 14th, we have developed some interesting 
information in this office which I hesitate to 
proffer in a formal brief, but which I would not 
at all mind being brought out in cross-examination. 
We are one of the few Canadian oil 


companies that has an active US subsidiary, Ranger 


| 
| 


ee 


| 


‘sited fess tb bas: soles imenaxt esd ew nor oisw tom | 


AgiBainnd ont aactt doer eery wot 2A ‘oheunte +end ob ot : 
r , 


‘Hebe yeotcam sped? laedad® b 


> ane 


arlvsgqhe g aond .dnentaed yLoqonom 6 oeleke ee at 
gee ie On 


olit ‘Sere de otal ete madaye cofsudbadate ‘boa 


oh. 


eee z ee res oe 
liven Groy ‘Sede WM: ‘Wan Fadhtend ery So re) 
sep saat tes whe Da ee celaete Sess 


ey rae wines Hottud Pra lb etabacsea” ‘ss 


iter dy ‘ead at lige ua Joult ors erotetedt 


= os As Sar ‘c . 
Jon  atet<em ces eon oledtoo enifesa aes puteuert 


hid) . e889. fi y‘3ote ane aneohremA odd Seusoed 
wal vied me Sek Snel nee oF, . 
¥, oe aoe | J } vu ee 2hiv at not MOCO 2 - quite 


ig sawol s 08 asote sdent nl eey f 
ey E Ay 
id (gitneeen ak 7 -erytfaque neotrem =| 
Oe era ‘ : , Lee 
mip sldtseog as nooe ef At esall 'vidggue iw06 7 


‘ploskkem eters swoee 


re 


ths eee + arta hey anh on? 
Stébyoath eton setts Bra ,Of gresidel new 
ad Bs Mik sus ay 7 - ae wre he } 
Nei tejoe aw (olLiigst i wttw erertam seeds 
Shel feat : ae . Pha a . © aa 1 Z a tea 4 Lond 
faomis ei-doliw .© ¥sM belsh tstvel maki ne 
ratel advttom seietd 

qe 170. oF Pane ax 


ear - 7 ie ee ro = La oer eee a ey : ; = 
boW coo vasns «Oo molselnyod Leyak anv 
' 

- a 5 P) me ae. 7 A ~ : Jn : ) 

tol emoe beapleveb ovat ew ,ngel yi of 


o 4tsiicoert I dodtw eok¥to aled at molivsevoint = 1 


won. bivow I Aotrie ty. Yo red femeoy R ot ‘ettong: | , 


7 


im 


we2kEeuiitexoseote af due ddgiodd’ gated Birctor’ Leia 3 


fia metaacied wet add 49 pina an vay 


Re sree ; ne ee Pe 
yoithe erarptadue BU alindol 1 esi jad oes ; 
; ion 


+" ia ; 


ae Se ae 


ANGUS, STONEHOUSE & CO. LTD. 5841 
TORONTO, ONTARIO 


Oil Company, which produces about 8,000 barrels per 
month in Kansas. In analysing last year's opera- 
LLOns we Lind our litting costs, or the cost of 


producing ol), to pe as rollows: 


Canada - - - - - - Lifting costs per barrel -- 58¢ 
Percentage of gross 
income after Royalty -~ 21% 
United States- - - Lifting costs per barrel -- 33¢ 


Percentage of gross 
income after Royalty -~- 8% 


MR. PATTERSON: Mr. Pierce, I wonder if 
you would be good enough to amplify for us the 
extent to which you can actually classify independ- 
ent producers in the two categories that you mention. 
Are there firms which purely and simply fall into a 
class of being retail purchasers, and if so, what 
are those particular firms? 

MR, PIERCE: Well, I think I would rather 
answer that question, Mr. Patterson, by giving an 
example of the firms rather than giving you a list 
Of éach of them, because that could be slightly 
embarrassing to our competitive relationship with 
those firms. 

I would say that a company like Canadian 
Oil Companies, who are well-known operators under 
White Rose, are a fitting example of a company 
who are 80% Canadian operators. Their whole modus 
operandi has been to try and discover something 


which -- I would think it would be to discover 
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what percentage of management time is put towards 
exploration rather than studying the absolutely 


proven .eround. On the other side, I would say a 


retail purchaser would be a company more like 

Whitehall Petroleums, for example, that have de- 
veloped possibly 80% or 90% of their funds which 
have gone into the purchase of absolutely proven 
oil. There is a substantial group in the retail 


purchase group. 


MR. PATTERSON: Is what you are suggest- 


INCE OP Ss, ete gs ebniat Chose cOnpanLes Talling into 


the retail purchase group have bought oil in the 


ground by a fairly detailed dollar estimate, and 
in making those dollar estimates paid rather too 
much for the oi1 in the light of world market con- 
ditions and in the extent that those companies have 
DARIeO wou ol oat si peati on, wou think 26 La un— 


sigs ale ae 


MB. -PEEBCE:® That 1s correct. 


MR. PATTERSON: Now, turning to your 


letter of May 9th in order to make that comparison 
Of tittine costs of assistance to us, do you sug- 
gest that field conditions of your operation are 

sufficiently comparable in the,two places that one 


can draw very much fromtat comparison? 


Mearns ves. rom one orieing | 
development of this evidence in discussion I 


studied our records at great length, and to make 
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sure that ours wasn't the unique situation, which 
i didn’t think 10 wes. 2 contacted the production 
superintendents of a couple of friendly, much 
larger oil companies, and I found that their ex- 
perience has been the same, and I am quite sure 
if you question them you will Pind quite similar 
percentages developed between large United States 
operations and comparable Canadian operations. 

i ‘should mention, too, curing this period, 
our average allowable was between 45 and 50 barrels 
per day during this period, and the average allow- 
able for the United States production during the 
same period was 25 barrels a day. So there is a 
sharp discrepancy despite the fact that the Canadian 
operator was working on twice the allowable. 

Mie FALPEROONS You are not, though, “in 
a positLroy to. colpare your Tindinge, overall finding 
cost,that exploration and development cost which, 
together with lifting cost, would have to be con- 
sidered in the overall picture. 

MR. PIERCE: We have had that excellent 
Information in recent months on finding cost. In 
the United States last year it’ was $1.75 4 barrel; 
that was the Williston Basin. The United States 
average was $1.55, and we are finding oil here in 
Canada under gf Sie But we are discussing our 
general argument; the basis of discussion is the 


survival of the independent companies on the basis 
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of reducing markets, and we are not discussing the 
cost of finding so much as we are discussing the 
cost of operating. 

MA. FLALTTEROON: Further to that letter, 
you express litting cost per barrel as a per- 
centage of gross income after royalty. Can you 
explain what that means? 

MR, PIERCE: I think it is the most 
valid barometer to apply to lifting costs. Let's 
assume we are discussing a field like Pembina 
and une Selling price oO: the Ol. 1s, Let us say, 
$2.50 or $2.55 a barrel. We have a royalty to the 
Crown at that particular production of this allow- 
able of, say, JO per cent. so what we first do is 
pay the royalty, which would amount to 10 per cent of 
$2.50, which gives $2.25, and then apply the 58¢ 
against the $2.25 to give the percentage. You have 
got to watch against keeping our denominators 
common, because if a company were operating in an 
area with high overriding royalties -- we have no 
overriding royalties amounting to more than 1 per 
cent. oO Ghee base 2s yalid. 

MR, PATTERSON: Have you from your ex- 
amination of your operations an explanation for 
the difference between lifting costs of 58¢ and 
the lifting cost of 33¢? What are the elements 
which make one higher than the other? 


MR, PIERCE: In our study of it -- and 
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this is backed up by discussion -- with one of the 
large oil companies having the same experience, 

the largest single factor has been reworks, the 

cost of reworking in Canada as compared with the 
staves, For example, a typical drilling of 1,500 
feet cost something like $1,800, $1,900; our average 
in Canada has been $500 to $800 for the same depth. 
However, the big discrepancy is not so much the 

cost per hour, 20 is the inefficient operation of 
the people running them where it takes two or three 
or four times as long to do a comparable job of 
servicing and setting up a well in Canada as it does 
in a mature well in Kansas. 

MR. PATTERSON: What you are saying is 
that the skill of the personnel between the two 
countries varies, and we are still young and new 
at Servicing and iG takes a littie longer, so that 
1G costs a little more. Is that the main area for 
the variance between the two? 

MR, PIERCE: That is the main area, but 
again we have got to look a little deeper. We have 
got right now in the servicing business to where 
roughnecks and drillers could easily work faster 
and be as conscientious and treat tnese jobs to 
the extent that their American counterparts have. 
So a lack of efficiency has been due -- let's be 
generous -- 50% due to lack of experience and 50% 
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MR. PATTERSON: Thank you. 


THE CHAIRMAN: Mr. Frawley? 
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MR, FRAWLEY: Will you give me just a 
thumbnail sketch of your company, West Maygill? 

MR. PIERCH: Yes. 

MR. FRAWLEY: Where is it incorporated? 

MR. PEIRCE: The company is an Ontario 
Corporation. We are registered to do buginess in 
Ontario, Saskatchewan and Alberta. We were the 
original discovery group of Steveville which dis- 
covered the Steveville-Cessford gas field which 
we leased some ten years ago. Our main area of 
reserves in Canada is Steveville-Cessford, and the 
deep zone under Viking-Kinseila is under contract 
to Northwestern Utilities, Limited. 

MR. FRAWLEY: Are you primarily gas or 
orimarily oll? 

MR. PIERCE: Bringing reserves to a hydro- 
carbon base, we have set our reserves at 75% gas and 
25% oil. 

MR. FRAWLEY: You say you were incorporated 
originally in Ontario. It was organized in Ontario, 
was it? 

MR. PIERCE: Well, the lawyer for the 
company at that time was resident in Ontario. He 
incorporated it there, I think it was an error. 

We consider Alberta our home base of operations. 

MR. FRAWLEY: The only claim to Ontario 

is the fact that the incorporating solicitor lived 


in Torontoe? 
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MR, PIERCE: ‘That was apparently the case, 

THE CHAIRMAN: I do not think the witness 
said Toronto to start with. You are putting words 
in his mouth. 

MR. PIERCE: Ontario is known for the 
S0LLicy Ol LUs thecrporation laws, 

MR. FRAWLEY: I thought you were going 
COusay Ontario was Known for Toronto. in other 
WOrGS, lt 16 a Canadian company in every sense of 
the word? 

MR. PIERCE: Yes, 

MR. FRAWLEY: No American money in it 
ely gon Rie, 

NB. Piknhomes 2 WOULGT Et osay That. Uur 
transfer sheet on the stock every month shows a 
continuous movement of the capital stock for public 
issue stock from Canadian owners to American, and 
some English owners, It has been a strong trend 
that way over the last two years. 

MR. FRAWLEY: Now, I wish to say I was 
IOC eed. Wii tits Cclassirication of yours, 1 
must say, Mr. Pierce, I never saw it written down 
quite like that before. You think that these 
basics, vou migchna call them that, you divide them 
up as it were into basic producers and purchasers; 
would that be a fair way of putting it? 

MR. sPLEBCHE: i think so. 


MR. FRAWLEY: Then you go on a little 
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rumuner antvacadl aDOUU = yous pute The dilepverer and 
producer in and then you put careful retail buyers 
imMencd thens youriput another classification un; 

the retail purchasers. I must confess that is 
where I get pretty confused. 

MAVSPLERCE: # Me tretaulepurchasers, Mr. 
Frawley, is?’ classification two, and I mention a 
careful retail buyer, I merely put the careful 
retail buyer into the same sort of subsidiary 
classification under one -- 

WR, FRAWLEY: « Dvknow 2b is sort) oP a 
sub paragraph (a) of paragraph 1. 

MR, PIERCE: “Yes. 

MR BRAWLEY: @2> think sou tare’ to: be 
complimented on your ingenuity. I would just like 
Low out: TOwWeMSUbSvantial Get Wisk It youn. 
Mindy lire Plercesw TWherenwerena) iotwoivpecple lon 
Dnevcover On Mc. UREA Brows brief. some vot 
them were discoverers, weren't they? Discovering 
companies? 

MAW PERO care only fhink wy one, 
Home Oil is a substantial discovery company. 
Highly respected as such. 

MR. FRAWLEY: And the rest of them would 
be retail buyers? 

Maw ieeche, Well, 2 wonder if 1° could 
look at the list? 

MRS FRAWLEY: Oh pres you certainly ican. 


I don't have a copy of it with me. I am afraid 
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I cannot produce it. Here we are. Canadian 
Devonian, Csnadian Home State, Can-Tex Exploration, 
Colorado O11, Consolidated East Crest. How would 
you classify them? 

MR. PIERCE: Well, when Mr. Patterson asked 
me the same question, I didn't think it would be quite 
iaip to pive a classitication For each of them, and 
Po really dene Chimke at 1s quite fair, 

MR. FRAWLEY: Oh, I see, you mean it is 
SOrG el Clase eu An Oormar.Ons, LS te 

MR. PLRRCE: Ledon'’t think it is fair 
to divide them all. I would say that even of those 
companies -- Now there are a few of them, as I said 
in answer to Mr. Patterson, who are pure purchase com- 
panies. There are a few of those who are also explora- 
tion companies and the balance with substantial re- 
serves, but 1 know the Home people so weil I don't 
think they would mind me using them as an example. 

MR, FRAWLEY: You put them on both sides? 

MR, PIERCE: Home Oil is primarily explora- 
tion with some substantial retail purchases. I 
Due Chen I this ease on both sides of the Tence. 
Canadian Devonian, Of course, their great discovery 
was made on the farm, so they should be considered 
as a discovering company and they are very interested 
it MOViIne chelr crude. 

MR, FRAWLEY: But your conclusion is 


that one group, the retail purchase group, want 
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I’ to be bailed out? 


MER. PLERCH: “I think there is a substantial 
Gifferentiation on the average can be made and I 
think we can see that the group of companies has 
purchased more oil than they have discovered. 

MR. FRAWLEY: I have been sitting here 
since the 29th of April, and other than your own 
company, I have not heard anybody protest against, 
let us come out and say it, the Montreal market, 
except the major oil companies. Have you heard it 
any differently than that? 

MR. PIERCE: Yes, I have. 

Mik, FRAWLEY: dn sthis reeord, [ mean? 

ME; PLERCE: “Noy Licnink thet certain 
members of the group, of the Home group that suppor- 
ted -- underwrote the basic Levy report and paid 
for it, may not have been completely in accord with 
the Montreal pipeline proposal. 

MR. FRAWLEY: ££ just have to go by the 
recoras “1b 1s preuty Uiiricuit to do anything else, 
You Say thay our erowthn Oo cil producing mavurity 
nas coincided in time with a depressed period in 
world oi] marketing. Now, Mr. Plerce, didn't it 
also coincide with something else: reluctance on 
the part of the major companies to disturb their 
foreign oll going into the Montreal market? 

MR. PIERCE: No, I don't think that is 
guice true. i think if there is any reluctance 


On their part, 1t may follow on your. world 
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over-supply. 
MR. FRAWLEY: It is a non sequitor, 


you think? 


MR. PIERCE: No, I don't agree with that. 


I think, Mr. Frawley, in the history of the American 


oil business, independent producers in the States 
have had a much larger boom in the last fifty years 


than we have had here. If one analyzes the Jersey 


group, for example, we see that all the money, as 
you know, the largest profits are made in Creole 
and Humble, so you say why on earth are they in 
the transportation, refining, marketing end of 
the business? They are in it for the simple 
reason they have to dispose of their crude be- 
cause they are such large producers that they 


couldn't possibly rely on selling to a competitive 


company who does have transportation, marketing 
and refining facilities. The independent small 
oil companies, the independent oil companies as 
@ group do not have those facilities and in plain 


English the independent companies all ride along 


on the coattails of the major companies and pro- 


vide a very useful function for them in that they 


discover an inordinate amount of oil on the contin- 


ent compared to our resources and as such, are very 


useful to them, 


MR. FRAWLEY: Mr. Pierce, you talk about 


the Jersey Company and the fact that it has to be 
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in cransportvavron, refining, “and production, Are 
you not also overlooking this, that they are into 
production in all parts of the world so that hard 
times in Alberta will be more than offset by good 
times in Venezuela? 

MR, PIERCE: Well they must develop a 
world-wide balance. 

MR. FRAWLEY: All right. You speak of 
being afraid that a price reduction of 10¢ at 
the wellhead would be a bad thing. Would your 
fear disappear if you knew that it might not be 
done, if there were no wellhead reduction of price 
Ey ell 

MR, PIBRCE® No, because I think 1 
coulda tlie us to a fixed price, which, even though 
Savistactory today at this fixed price, it is 
generally lower than the United States. It is 
30¢ lower, 25¢ lower than the Mid-continent 
United States price, and would put a ceiling on 
our price where we wouldn't be able to develop 
future increments as easily as if they were Into 
competitive markets. 

MR, FRAWLEY: Thank you very much, 

MR. COMMISSIONER HARDY: I must confess, 
Mr. Pierce, that I share Mr. Frawley's confusion 
on some of these points. My understanding has 
been that a good number of the oil servicing 


companies operating in Canada are American firms, 
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and that perhaps the majority of the business was 
done: Through American, firms;, is what nobteright? 

MR. PIERCE: I must explain something 
that I did not realize that you, might not realize; 
by ‘servicing" I mean service rate companies. We 
iMndOuUr Lareesh COgu Wace Tor the Service rates, 
they are 4 smaller rate as compared to:a rate 
Need: TOC RIOTING wemlie Service Pater Storm iu) 
Lie. Mods OuG.or the well, after 10 asin produc- 
tion. They are generally Canadian owned. ‘They 
are at least 59% Canadian owned. 

MR, COMMISSIONER HARDY: Can't you go 
and simply look up the telephone directory and 
Ce idee Cir Che tes i sie. ol well servicing 
business and take any one of a number of standard, 
established American firms that are operating in 
thas country and ask: them. to, do that job? 

MR  PLERCE >) NO. ede think you are) think- 


ing of people like Dow Chemical and that group. 


MR. COMMISSIONER HARDY: Don't they do 
wiat sort of thine? 

MR. PIERCE: No, they provide engineer- 
ing and technical services for well logging and 
perforating, andvother types of things, and the 
GOSgt is ‘alee nacher) thansthe states:,) They. .run,.on 
a, catalogue price. and they are, also higher than 


the States. There is a great difference, we find, 
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in the actual service rates and in the time they 
spend on the wells. Of course, the companies which 
we discuss here in the United States servicing 
companies are not in connection with perforating 
and acidization companies. They are not that 
group. 

MR. COMMISSIONER HARDY: There is another 
HOLeon LOC, Sree tiTerce., i. Tal co. cee why this 
completely free energy approach that you are dis- 
eussing on page 2, and your letter of February 10th, 
how iv is “possible on that basis to make a distinc- 
tion between retail purchasers and what you call 
pure exploration companies. in the final analysis, 
iv tne iree economical approach Is operating prop- 
erly, the answer will have to come out the same. 
What is, the so-Called pure exploration companies -- 
some of them admitted that they were not only oper- 
acne nere, but thao they were into all aspects 
of the business -— that under the present system 
that is operating in Alberta, they take the overall 
risk of wildcatting, and so on, and then when they 
make a discovery on the checkerboard plan, half of 
the “area comes ‘back’ to “the government under the 
Crown Lease plan!) ie thacenot ' rirent? 

MR. PIERCE: hae 1s “correct. 

MR. COMMISSIONER HARDY: Well, the pure 
exploration companies surely have the same right 


tO Did on that as anybody else, is that correct? 
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MR, PLERVES «6 Uheyp is correct. 

MR. COMMISSIONER HARDY: They surely 
are not going to bid more than they can on their 
long-term average than their cost of bringing in 
oil under the operation of wildcatting is going 
to be, but they very correctly would bid the same 
amount? 

MR.PIERCE: That doesn't work out that 
way in practice because they have expended such 
Large amounts not only om that one project, as 
imperial Ss Priel poitived wouc so well, bur they 
have to amortize that against the successful pro- 
jgects. There are many unsuccessful ones. They 
Jueu Can’ aitord’ to Did on those main lines 
merely to the extent that someone who sits idly 
by across the fence and who has no large scale 
exploration geologic and land department, but 
they are concomitant -- 

MR. COMMISSIONER HARDY: That is what I 
Carnvioyw Understand,, The economies of 1G. if they 
Can aitlorad tovdo wildcatting, 1 cannot see why, 

i ther Long teri Doin ol view, they cannot aiford 
to bid on exactly the same price per barrel. 

MAS PLERCE: “They can’t: They can't be- 
eause tThear operation as predicated on low land cost 
and high geologic, geophysical and general adminis- 
tration costs that go with the vast geologic and 


peophysical expenses, and they do it right to a 
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per acre cost and finally to a per barrel cost. 
MR, COMMISSIONER HARDY: You are saying 

then that this, retail purchaser bids higher per 

barre) ©: O11 than at is going To cost tne pure 


exploration company? 
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MR. PIERCE: That is correct, because 
the pure exploration company had to take a long- 
term view. He cannot keep his economic thinking 
to that one-quarter section that is up for sale; 
he must tie it up to later activity and take into 
account substantial risk factors because it is 
possible he might go into five or ten of these 
and lose everything. 

MR. COMMISSIONER HARDY: Over a long 
period you have given us exploration costs of $1.75 
a Darrel ¢ 

MR... PLERCE: Well, that is quite correct. 

MR. COMMISSIONER HARDY: You are suggest- 
ing there a substantial difference in the cost per 
barrel to these retail purchasers between this and 
whatever they are paying. 

MR. PLERCE; Quite correct. Now, what 
we think they have done, or what they have done, is 
pay what they consider a full present worth for that 
crude in the ground where they thought there was no 
risk whatever and we think they under-estimated one 
risk factor, namely the marketing of that crude 
and they find their pay-off is not sufficient to 
amortize the debt they incurred in order to secure 
money to buy. Therefore they must move all crude 
out and aifect the future profits, in order to ser- 
vice the present debt. 


MR, COMMISSIONER HARDY: IT cannot understand 
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why yOu obvect Go that process under this iree 
economy approach or free energy approach you are 
talking about. 

MR, PIERCE: My paragraph on the free 
energy approach was on page 2, paragraph 2, that 
we consider that if there were a free energy 
approach we would then be able to export gas in 
substantial volume. The income from the gas 
would offset these mistakes, shall we put it, in 
pay-off economics that several of the companies have 
made, and the income would tend to balance out. 

MR. COMMISSIONER HARDY: You “are going 
to see that applied to gas but not oil exploration? 

MR, PIERCE: No, I do not see why these 
people cannot buy these proven leases. 

MR. COMMISSIONER HARDY: You are sug- 
gesting there is something wrong with this set-up, 
that these people are in the same position in 
marketing their oil as the so-called pure explora- 
tion? 

MA. PIERCE: No, IL am merely suggesting 
they should stay in the same position. 

MR. COMMISSIONER HARDY: There has 
been no suggestion that they would be placed in 
any different position? 

MR. PIERCE: Yes, there has been a 
question that the Government might be requested 


to develop some artificial method of putting 
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Alberta oil into the Montreal market, resulting 
in substantial wellhead price reduction. 

MR. COMMISSIONER HARDY: These people 
you do not like here, their $1 a barrel profit is 
reduced? 

MR. PLERCE: I do not see why the other 
groups should subsidize the people who come along 
after the discoveries have been made and purchase 
OLl on a pay-orf basis, I do not see why the 
discovery company should be penalized. 

MR. COMMISSIONER HARDY: Thank you 
Very much. Iam stil. “a bit econtused about it. 

THE CHATRMAN: Thank you very much, 
indeed, Me. Pierce, for the brief and the infor- 


mation which you have given the Commission, 
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SUBMISSION OF 


TEXACO EXPLORATION COMPANY 


Appearances: 


Mr. S. A. Berthiaume - Vice-President and Manager 
New te Wee Cy Tnomson - Vice-President 
Mie ha BS Ase Bogan - Crude O11 Purchases 


and Sales 


Mes Welty Scotland - Petroleum Engineer 


Mi “PATTI: The next submission 
which we propose to consider is that of the 
Texaco Exploration Company, which is a subsidiary 
of the Texas Company. A brief has been sub- 
mitted to us which I propose, Mr. Chairman, be 
marked as CC-15-2, and I would ask the Texaco 
people to come forward. 
~--EXHIBIT NO. CC-15-2: Brief of Texaco 

Exploration Company. 

MR. THOMSON: Mr. Chairman, I hope you 
will appreciate that this brief was prepared in 
haste on rather short notice and is therefore not 
presented in quite the form we would have liked 
to do it if we had had more time. 

THE CHAIRMAN: We understand that. 

MR. THOMSON: As.at. the.end of. April, 


1958, Texaco's land holdings comprised 5,455,639 
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acres in reservations, permits and licences, and 
1,895,947 acres in Leases, all expressed in net 
interest acres. IteLsonow operaving 375,011 
wells; Equivalent to 363 net interest wells. 
Potential capacity of these wells at MPR rates 

is 136,000 barrels per day, due to the high MPR's 
of the Bonnie Glen and Wizard Lake fields. 

in January, —195/,1Texaco \sreross pro= 
duction was 52,000 barrels per day, the highest 
for the year, while in November, the lowest for 
the year, it had) dropped to 20,000 barrels: per 
day. Average gross production for 1957 was 
38,000 gross barrels per day, of which Texaco's 
net interest before royalties was 35,400 barrels 
periday* 

By April, 1958, gross production had 
dropped to 17,900 barrels per day, approxi- 
mately equal to the total economic allowable of 
17,350 barrels per day. The reason for this 
fluctuation in production is that the company's 
principal production is from the Bonnie Glen and 
Wizard Lake fields, both of which have high 
potentials and are, therefore, affected con- 
siderably by the allocation formula employed in 
Alberta. 

Texaco operates a pipeline from Rimbey, 
through Westerose, Bonnie Glen and Wizard Lake 


to Edmonton. At Rimbey it connects with the 
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pipeline owned and operated by Rangeland Pipe Line 
Company and buys at Rimbey all the oil transported 
by Rangeland. itealso buys, at the wellhead, all 
the oil produced at Westerose, Bonnie Glen, 

Wizard Lake and Glen Park and, therefore, owns 

eA bauie. Olle im thes tne. Thais oOtsers, sold in 
Edmonton at acquisition cost, plus pipeline 
charges. 

Total amount of crude oil moved through 
this line in 1957 was 18,936,000 barrels of which 
1@,663,000 barrels, or 56 per cent was produced 
by Texaco, Disposition of this oil was as 
follows: 


McColl-Frontenac, 


Edmonton Refinery 3,701,000 boils. 
Dros American, 

Edmonton Refinery 869,000 bbis. 
British American, 

Pacific Coast 3,214,000 bbls. 
Imperial Oil, Edmonton 1,904,000 bbls. 
Standard of B.C.,Vancouver Se 2Oi1,000 bole. 


General Petroleums, 
Ferndale, Wash. E303 OCO eb bLE 


Generai Petroleums 
(a/c The Texas Co.) 
Ferndale, Wash. 27190 ,006 bois. 


18,936,000 bbis. 


Total oi11 moved through this line from 
January to April inclusive, 1958, was 5,149,000 


barrels of which 1,971,000 barrels or 35 per cent 
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was produced by Texaco, 
Disposition was as follows: 


General Petroleums, . 
Ferndale, Wash. 1,201,000) bbie. 


General Petroleums 
(a/e. The, Texas. Co,:) 


Ferndale, Wash. 543,000 bbls. 
McColl-Frontenac Oil, 

Edmonton Refinery 1 oY Oe DO0e Deis. 
British American, 

Pacific Coast epee OOOn DOLS, 
Imperial O11, Pacific Coast p42, 000 bbls. 


5,207,000 bbis. 


Texaco bought 53,000 barrels of line 
Tiwi for Sale col Imperial, which’ accounts-ror the 
difference between sales and throughput through 
texaco serine. 

intaddi gion’ to the above G42;,000°%bDarrels 
of Pembina crude and 434,000 barrels of Saskatche- 
wan crude was purchased for sale to Regent Re- 
Cini nesacMPoreucregaa:: Total sales for the 
period, therefore, totalled 6,532,000 barrels. 

Total Wexace produced oni during this 
four=monthepentodgys .écnindlusive of MeColl's 
royalty and working» interest oll. “was'3,177 ,000 
barrels. Total Canadian crude refined by 
McColl or sold to The Texas Company, Puget Sound, 
was 3,233,000 barrels or 102 per cent. 

Texaco Exploration Company is not 


affiliated with McColl-Frontenac Oil Company 
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Limited. Bach 18 a@ subsidiary of The Texas Com- 
pany. Texaco is in only the exploration, pro- 
duction and transportation business. McColl is 
principally engaged in the refining and marketing 
business, but also is an explorer and producer in 
Canada. In their respective businesses the two 
companies “act 2ndependently, and-in ract, Texaco 
regards McColl as it would any other competing 
company. 

With respect to the construction of a 
pipeline to transport Western Canadian crude to 
Montreal, Texaco feels it to be unwise to invest 
Mmunoreds sol mid ttons “of doilars ina pipeline to 
service a market which is not a natural market for 
Western crude. Ontario, the largest consuming 
province, the North Central United States and the 
Puget Sound area, which is already connected to 
Western Canada by Trans Mountain Pipeline, are 
the growing and expanding natural markets for 
Pe oat. As to growth in this area -- and we 
predict it will grow -- the Montreal market will 
become more and more competitive with these natural 
markets with the inevitable result that the project 
will not recoup the original pipeline investment, 
let alone emerge as a profitable venture. 

If the Western producers and Montreal 
refiners are, by governmental intervention, re- 


quired to enter into 20-year contracts at 
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predetermined prices to assure adequate throughput 
to finance the pipeline, as the demand in the 
natural outlets increases, the results will be, 
either to fix the price of all Canadian crude for 
a period of twenty years, or to create a two-price 
structure -- one price for Montreal, and another 
price for the other markets, which would cause 
Inequities and a chaotic pricing situation. 

Either of these results would be detri- 
mental, not only to Western producers, but to the 
entire Canadian economy. In any event, Texaco 
believes it would not be of benefit to Western 
producers to be tied by long-term contracts to 
one market. 

ME, PATTILLO: Mr. Tromson, L wall 
address the questions to you and either you or 
any of your group can answer them as you may select. 

You have given us information as to the 
MPR in the present economic allowable of the 
Texaco Company. Where does your parent company 
heave refineries either in operation or being 
built which are in proximity to the Trans Mountain 
pipeline or to the Brovincial pipeline? 

MR. THOMSON: One is being constructed 
now in Washington in the Puget Sound area. 

MA PATTY ILL: And will have a capacity 
of what? 


MR. THOMSON: Forty thousand barrels a 
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Mage PATTLOLO: In addition to that 
does the Texaco Company have a refinery in the 
San Francisco Bay area? 

MR. THOMSON: No, 

Mao PATPEELO: In the Los Angeles area? 

MR. THOMSON: Yes, it has one there, 
Wilmington. 

Mee PALT Eis What is its capacity? 

MR, THOMSON: Sixty thousand barrels 
a day. 

MR. PATTI: Now, in addition to those 
two refineries in the West Coast, does it have any 
refineries in the Middle West States? 

MR. THOMSON: Yes, one in Lockport, 

Pili nos s. 

MA, PATTLILLO: And where is that in 
relation to Chicago? 

MR. THOMSON: It is about twenty miles 
away. 

Me PAPEL EO: And what is its capacity? 

MR. THOMSON: L am afraid I have not got 
that but I seem to remember that McColl-Frontenac 
gave a list of all the refineries and their capaci- 
Lies, 

MR. PATTILLO: Now, do you know what is the 
source of the crude that the refinery which is 


being built at Puget Sound will use? 
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MR. THOMSON: No, i do not know that. 
I do not think that anybody can answer that ques- 
ELON ab bhe present time because the refinery has 
not been built and I do not think it has yet been 
decided what crude will be used. I believe it 
Will be from several sources and that a certain 
amount of it, a certain share will be Canadian 
erude, DUG, ldo mon think anybody is able to say 


at this present moment. 
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MR om FE LO: in your. brief. you have, 

on page 2, General Petroleums (a/c) The Texas Co. 
Ferndale, Washington, 2,190,000 barrels. Will 
you please explain what you mean by that? Was 
that being shipped to General Petroleums who were 
processing iAtefor the Texas.,Co.? 

MR. THOMSON: Metevscar lente 1 S517, 

MR. PATE IGELO: pOvks wacereally ror 
The Texas Cos-thatethis .crudé went.down? 

MR, THOMSON: Yes. 

MAS PATEL EO: Nowsueam incorrect sin 
thinking, that of the 16 million barrels of Texas 
crude that was produced and sold in Canada last 
year approximately 6 million of it was used by 
Tie Texas .Co.40r sone .,of its, subsidiaries; Ithat 
is the 3,700,000 that McColl-Frontenac used and 
the 2,190,000 that The Texas Co. used at Ferndale? 

MR, THOMSON: Wie Ha. s.corme ¢o.a4ais "except 
thats the slo. mi ligon we nov our total production, that 
is the total iamounveotyol 1 moved ronjpthauetine.,» OF 
that 18 million, 10,600,000 was produced by Texaco, 
but in addition to that we have production at 
Pambina, Sturgeon Lake and so forth. Our production 
last year was. a little bit short,of 14 million 
barrels addy Gold, 

MR... PATTILDEOs. » Now the result, really, 
is that you produced 14 million barrels, of that 


your companies used anequivalent of 6 million barrels, 
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and the remaining 8 million barrels was sold at 
posted prices. 

Mme THOMSON? That 1s correct. 

MR. PATTILLO: Since July last year, 
wnenthe market began to fluff off, has your company, 
the Texaco Company, or The Texas Co. done anything 
to investigate the possibility of obtaining ad- 
ditional markets for Canadian crude? 

MR. THOMSON: They have done considerable 
investigation. I do not know what has resulted 
Prom GnaG, DUG, Naturally, they are very greatly 
concerned with the fact that our production, and 
thereby our sales, are decreasing. What action 
they have taken or, at least, what action they 
have decided can be taken to help this, I am not 
int @ position to say. 

MR. PATTILLO: Can you tell us whether 
any inquiry has been made as to the possibility 
of exchange of o11? 

MR, THOMSON: I don't know what has 
been done in that respect, sir. You see, here 
we are simply an exploration and producing company. 

MR. PATELLLO: Well, wilh: you tell us 
what you can, from inquiries you have made of 
head office, as to wnat has been considered and 
what they are thinking of doing? 

MR. THOMSON: Well, on several occasions 


IT have asked about the Puget Sound as to wnether 
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they intended to run entirely or partially Canadian 
crude, and the answer has always been that the 
matter is not yet. decided, that the refineries are 
NOL Vet .on stream. 4nd 10 nas nou, yeu, besn decided 
whet crudes they will run. 1 think it 1s certain 
that they will run on some Canadian crude. 

MR. PATTILLO: Dig the company tell you 
that it was certain they would run some Canadian 
erude? 

MR. THOMSON: I think the word was "fairly" 
certain. There wasn't any definite undertaking as 
to any quantity, but undoubtedly there would be 
some Canadian crude processed at the Puget Sound 
refinery. 

MRe cATTIOLO:.. Now, in your organization 
here one of the gentlemen, Mr. logan, is in charge 
of crude oil purchases and sales. 

Mr, Logan, can you tell us what you have 
done to try and increase the sales of the crude oil 
of Texaco Exploration Company? 

MR. LOGAN: We have kept a constant 
watch on the market conditions, pricing, the 
volumes and our cost factors and supplied our 
head office with the information so that they 
could consider any possible movements. 

MR, PATTILLO: So you have just been 
watching the situation? 


MR, LOGAN: Well, we have made comparative 
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studies and submitted the information for further 
review. 

MR, PATTILLO: And you have had no 
report from head office of what they have done on 
the work which you did. 

MR. THOMSON: If you wish, sir, we could 
communicate with head office and ask if they could 
give us a statement on that. At the present time 
we are not able to answer it more specifically 
than we have done. 

MR. PATTILLO: I would dike you to 
communicate with head office and I would like you 
to ask them to submit to the Commission (if they 
prefer, they can submit it directly to the Chairman) 
intormation as to what The Texas Co. 1s prepared to 
do and try and increase the market for Canadian crude 
in the way of using Canadian crude in their refin- 
erles and if. The way Of exchanges or any other 
methods that they can bring forward. Will you 
please do that, Mr. Thomson? 

ME. THOMSON: Iowidh do that, sir, 

THE CHAIRMAN: Mr, Frawley? 

MR, FRAWLEY: Mr, Thomson, you are the 


Vice President of Texaco Exploration. 


MR. THOMSON: Texaco Exploration Company, 


yes. 
MR, FRAWLEY: That is wholly owned by 


The Texas Co, 
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MR, THOMSON: ee. 

MR. BPRAWLEY: It is not @ share proposi- 
tion; you are completely a Texas wholly-owned sub- 
sidiary? 

MR, THOMSON: Yes. 

MR, FRAWLEY: Mr. Berthiaume is the 
Vice President and General Manager. Has he been 
long with the company? 

MR. THOMSON: No, he came here on the 
ist of December, 1957. 

MR. FRAWLEY: From where did he come? 

MR, THOMSON: From New York. 

MR, FRAWLEY: What was he doing in New 
York? 

MR, THOMSON: He was assistant to the 
Vice President in charge of Production. 

MR, FRAWLEY: te fe of Tne Vexas Coy 

MR, THOMSON: The Texas Co., yes. 

Me. PRAWGEY: Is me still an officer 
or The Texas Co.? 

MR, THOMSON: No, Perhaps Mr, Berthiaume 
could answer those questions himself. 

MR, BERTHIAUME: No, 62,2 alt nov. 

MR, FRAWLEY: Now, I am interested 
chiefly in the last two pages of your brief in 
which you declare yourself as being opposed to 
Alberta taking the Quebec market, and that nas 


invited some questions from me, Mr. Thomson, 
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MR, THOMSON: Yes. 

MR, FRAWLEY: You say that is nov a 
natural market, and you say that Ontario, the 
north central United, States and the Puget Sound 
area are the growing and natural expanding 
markets for our crude. 

ME, THOMSON: Yes. 

ME, PATTILLO: Let's examine that now. 
The Puget Sound is certainly subject, as we have 
Seen ii TECen oly.) tO pressures, ofethc oll biock 
in Congress of the United States. 

MR. THOMSON: Yes. 

MA. FRAWLEY: You.have told us that 
even so far as your own operation as concerned, 
nothing has been decided, you don't know how much 
OF Our crude The femas Co, ,wlli) take when. that 
refinery at Anacortes. goes on. stream, 

MR (RHOMSON. »That- Ls. correct... because 
the réerinery.2s now wet built, 1b is not..yert. on 
stream, 

Mike PATTI LEOres Bite in any«event, The 
Texas Co. has nou tocked) thatsfar ahead to, say 
that they will take Alberta crude and the Alberta 
crude will be the main source of their supply. 

MR. THOMSON: I am not an expert.on 
refining, but what I suppose will happen is when 
they first go on stream they will make trial runs 


with various different crudes to determine what 
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LS tne pear for che purpose, 

MR, FRAWLEY: And then we will add some- 
thing else to that. Did you hear Mr. Knox suggest 
last Saturday morning that Indonesian crude was a 
very fine crude and it could be put competitively 
into Puget Sound, competitively with Alberta crude? 

Mike THOMSONes Tedidh not nearihim. say, chat, 
but_1I understand that..to. be. correct. 

MR. FRAWLEY: So you wouldn't disagree 
With thag.observetion of Mr va knox? 

MR, THOMSON: No. 

MR, FRAWLEY: Now, with that situation 
WRiGi sou Have juse described..vo me, do you, still 
call that a natural expanding market for Alberta 
erude? 

ME oe LHOMSON?)..Yes. £ think oné reason 
LSeuan Bos very much, closer than Montreal, and 
it is also connected with a pipeline from Alberta. 
if 2s 2 natural expanding market, not perhaps in 
the immediate future, not in the next few months, 
but in the next few years 1 think itdis. 

MR, FRAWLEY: . You aré quite ©2leht, 

Lt Ls nearer than Montreal, there isa. pipeline 
actuaiiy there, ulere 15. aia veral. Ulett .2 6) going 
into Ferndale, but you can't say how much of that 
erude going through that lateral you are going to 
take. 


MR, THOMSON: Because the refinery is 
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nov: yet built. 

MR. FRAWLEY: I am just challenging your 
statement, that it is anything but a natural market on 
your own evidence. 

MR. THOMSON: I can't see that I have 
given any evidence of the fact that it is not a natural 
market. All I have said is that we don't know at 
the eee time what percentage of that Puget Sound 
refinery will be supplied by Alberta crude. 

MR, FRAWLEY: Now, there is one other 
element that I suggest takes it out of the class 
of a natural market, and that is what has been 
called the commercial preferences of the United 
states internationally integrated oil companies, 
end © say thas that Ls another existing fact. of 
life that Alberta crude has to buck to get into 
ene Puget Sound; isn't that so? 

MR, THOMSON: Mee. s8brsr the old 
business 18 a very competitive one, 

MR, FRAWLEY: Now, we go to the Middle 
West, the north central market, and while that 
would seem to be somewhat the prerogative of my 
friends in Saskatchewan, I have a few questions 


BOG tre There Che. competition is the mid- 


from Louisana and Texas, from [llinois, perhaps. 
That market is vulnerable to crude that can come 
from pipeline in various parts of the United States. 


convinent crude that. mignt be available by pipeline 
| MR, THOMSON: — Yes. 
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MR. FRAWLEY: There seems to be some 
possibility at the moment for Saskatchewan crude 
in the ot. Paul area. You wouldn't like to 
venture an opinion as to whether it 
might be difficult to hold that market? 


MR, THOMSON: I don't know very much 
about that market. I would not think so because 
I believe that those refineries there have been 
built, have been designed to run on Saskatchewan 
crude, that Saskatchewan crude is particularly 
Suitable for their operations, and I would there- 
fore think that they would continue to take it. 

MR. FRAWLEY: That would seem, if IL 
might say so, a perfectly logical observation, 

Me. Thomson, and that might take care of the 
amount of Saskatchewan crude that is going down 
in there, but of course it doesn't do anything 
for the area where the biggest shut-off is, 
namely Alberta? 

MR. THOMSON: TONG, dae CORP ACT.. 

MR. FRAWLEY: Now, when we come to 
Ontario, because you mention Ontario as the largest 
consuming province, I hate to talk any more about 

the Sun O11 Company but there you actually have 

in our own country a refinery set-up that does 

not take our crude. It still prefers and still 
is exercising it's perfectly admitted right to 


take any body's crude You are aware of that, 
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are you, Mr. Thomson? 

MR. THOMSON: I don't know very much 
abou “oll Olle "operations in parnia, Duo Lt 
believe they are taking a substantial quantity of 
Canadian crude now, but I may be wrong. 

MR, FRAWLEY: Pdi Noy (chinkys) ovis 
substantial. DP cneucie tiavrthne record really 
was to the contrary, that some Canadian crude was 
going in, but the Substantial part was still 
United States crude. Ll think read’ that. from 
the last Sun report._ 

MR. THOMSON: I am afraid I cannot 
speak for Sun and I really don't know. 

MR. FRAWLEY: Monty polnt-tha tour 
as supporting what I put to you as a very serious 
consideration, and that is the commercial preference, 
and IL am understanding them and agreeing with them, 
the commercial preference of the United States 
Ovi “Conpenies Li chelis own country because you are 
suggesting that the United States will be a fine 
marker for) our crude, 

MR. THOMSON: Yeu, ol, OU brunet the & 
a company that operates worldwide operations in 
many countries and purchases oil from many different 
COUNTrLeS tials “CO some exten’ vo balance the crude 
that it takes from each. Pak? Beewnder 
pressure from each country to take its crude and 


i think that 1b has the very delicate task of 
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trying to balance its take from all. 

MR. FRAWLEY: Because it has to have 
regard for its crude reserves in various parts of 
tne world, I put it to you that those refiners 
that are subject to this sort of policy considera- 
tions are not a likely market for Alberta crude 
compared to a market within the confines of our 
own Dominion of Canada. That is what I am 
putting to you; what do you think of that? 

MR, THOMSON: L-ean!'t say that I agree 
Wath you; Me. Frawley. 

MR. FRAWLEY: the tener Of your Drier 
would indicate that you did not agree with me, 
YOuUNarS wompletely, “and you must forgive me Tor 
Bayine so pu TD Timd 2C Gifricult to Fesist saying 
it, you are completely an emanation of the Texas 
Company? 

MR. THOMSON: What exactly do you mean 
by that, Mr. Frawley? 

MR. FRAWLEY: I use the word ‘emanation’ 
as meaning nobody else is there. There is no 
Canadian money in Texaco Exploration Company? 

It is just the Texas Company? 

MR. THOMSON: May I say, oh, yes, we 
are a wholly-owned subsidiary. 

MR. FRAWLEY: Lt is a good, simple 
position for you to be in anyway. 


MR. THOMSON: Ch. yes, 
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MR. FRAWLEY: Thank you very much, Mr. 
Thomson, 

THE CHATRMAN: Thank you very much, Mr. 
Thomson. The Commission appreciates that we did 
not get our clutches on you Sufficiently in advance 
for you to prepare one of these big submissions, but 
tais one 16 very well done. iat vou, Very mach 
for coming with your colleagues today. 

MR. THOMSON: Thank you, Mr. Chairman. 

THE CHAIRMAN: Gentlemen, I suggest we 


have a ten-minute break. 


---Short recess. 
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Submission of 


THE BAYLEY SELBURNE GROUP 


Appearances: 


Mr. J. P. Gallagher) 
Metts Sadly Garde ») 


Dome Exploration Co. 


Meee te eGalvin - Medallion Petroleum Ltd 


Mec eN.  WeoNichols - Great Plains Development 
Company of Canada Ltd 


Mew Ale. peldmeyer - Canadian Superior Oil 
of, Cali fornia, Ltd 


NMrveWs Ag Pridey - Bayley Selburne Oil & 
Gas Ltd 

Mr. W. E. Powell - Canadian Husky O11 Ltd 

Mr. Vernon Vansant,Jr. - Amurex Oil Company 

Mr, A. F. Beck ) - Canadian Export Gas Ltd 

Mr. Hahog ) Banff O11. Limited 


THE CHAIRMAN: Nosy Pactalioe? 

MRe a PARE Rao: Thank you, Mr. Chairman, 

We now propose to take up the submission 
of what I call The Bayley Selburne Group. You 
will recall that at the hearings in February this 
group submitted a brief which was then marked 
and on that occasion we had them merely take up 
the question of gas, reserving the question of oil 
for this hearing. 

If these gentlemen would now come forward. 

Mr, Chairman, Mr. Gallagher will be 


acting as spokesman for the group. The brief 
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which was marked before, bears number C-27-4. 

THE CHAIRMAN: Mes Gallagher > 

MR. GALLAGHER: Mr. Chairman and members 
of the Commission, we appear before you today as 
spokesmen for a group of independent producers all 
of whom are members of the Canadian Petroleum 
Association and all of whom support the brief 
submitted by the Association. I have with me 
the following gentlemen: Mr. Galvin, who will 
endeavour to answer specific questions on gas; 
Me. Gard, who will endeavour to answer specific 
questions on taxing. In addition we have 
seven additional representatives of the companies 
that are listed on the front page of the brief. 

As you are aware our brief was prepared 
for submission in February of this year and at 
that time Mr. Bayley of our group presented our 
recommendations on natural gas. Following the 
presentation Mr. Pattillo requested that we give 
further consideravion to certain: specific phases 
of natural gas and with your permission we would 
like at this time to read our reply. 

We were asked to: 

‘eo Suggest a possible formula for deter- 
mination of quantities of natural gas 
that could be safely exported from 
time to time from Canada, 


(2) Advise the Commission on problems 
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presented to the industry for disposing 
of large volumes of liquid petroleum 
gas, sulphur and other by-products 
resulting from the production of sour 
wet gas; and 

(3) Supply the Commission with information 
regarding the high load factors in- 
herent and economically necessary in 
the operation of large diameter 
natural gas transmission lines -- and 
their eiiect: on tocal supply. 

In response to Mr. Pattillo's request, 
we have considered further these three subjects 
and would comment to the Commission as follows: 
as We have already stated that we agree with 

the principle that the natural gas require- 
ments of Canadian consumers within economic 
range of pipeline facilities should be satis- 
fied in any project contemplating gas export. 
We suggest consideration of a formula 
which would permit the export of that amount 
of natural gas, as of the date of the export 
application, that was in excess of 25,years' 
supply of existing reserves for available 
economic markets under contract. We 
believe this would provide adequate safe- 
guards for a continuing supply for domestic 


markets and would be both safe and realistic 
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in promoting growth and consequent economic 
benefits of a healthy expanding industry. 

Based on past experience we believe that 
it will not be necessary to make allowance 
for future growth in markets because the 
future growth trend in available reserves, 
under competitive marketing, will more 
than offset the additional domestic require- 
ments. 

The base date for determining both 
aver labplewreserves and) thevavailabie economic 
markets under contract should be the date 
of the filing of an application for export 
or eas’. 

oe When and if the volume of natural gas taken 

from fields which also yield liquid petroleum 
gases and sulphur reaches the point where the 
available supplies of such by-products are in 
excess of local market requirements, adequate 
markets outside the Prairie Provinces must 
ber developed: Gasiiaquidspina excess! of 
these markets can be converted to dry gas 
fuels or returned to the reservoir. Sulphur 
in excess of market demand is readily stock 
puted 

In the case of both these commodities, 
the handling and storing of them, pending 


sale, will be an added cost to the producer, there 
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by lengthening the period of time required 
to pay out the investment in the field to 
the extent that initial markets are not 
available. 

Si There are many advantages to consumers from 
the operation of natural gas transmission 
lines at @ high load factor. When the 
line is able to operate throughout the year 
at a high percentage of its capacity, there 
is considerable saving in operating cost 
and line amortization per cubic foot of 
gas carried. These costs remain relatively 
constant regardless of the volume of gas being 
transmitted. The larger and more constant 
the volume of throughput, the lower the unit 
eost of the gas to the consumer’. 

in all buy the Shorvest pipelines, 
transmission costs make up a greater portion 
of the cost of service to consumers then the 
orice pald producers for gas in’ the field. 
Therefore, high load factor operation of 
transmission lines, or the spreading of fixed 
costs over a greater number of cubic feet of 
gas, generally permits payment of more 
equitable prices to producers with a minimum 
effect on cost to consumers -- which latter 
cost would otherwise be substantially higher. 


High load factor operation of transmission 


3 ot 
i 


biElupst sid EO 3 


FODSSY “er 


ft atid at doomtastet 483 geo yaq od 


+ S Se Gee 


OT) .o© 6 SavoMaunoTe 2VonKnA 
athe .THesOT 


gainedveool ¥d 


8 eas ad aslthan 
, siGSl( Tavs 
ine; ovcnisios of SSeuRthavbhs Vib BIS seth 
sciedimandedd 2b5 l[autat to foigarego orf 
ft aarti (Kdaen Heol Mata a ts esat 


i. 


pier 


ots 
< 
438 
eb 
“4 
z 
bag 
at 
| 
ey 
i) 
os 
5 


is % ; 
ag D8. F209 >a 
iyigues 2MaaSaidicod 


- 2 
7 ns 
2, + - ey i Pw 
. 2 

3 i if 4 


a .* = wv — ie 
ff yeeore tts 


. : oy ck uke ak Bete a we 
gantd no bee imeset3 


aioe to deem yte etionrsq <lLleqensg .322 


42 ew - . a — 
4 2 Bove 4 2: A q 
re or or Pht 3 zs 
\ bs 
= . Sam pe 
Cathe SAB ewe Prt . * 
x ‘ ey a bas ‘nee cy 77%" 
c 4 i az = i i vet ay re si uaiios 
es Bo eee BI # - 
x, € ! ra Pie bee 
i pepe ft exe a 3 1OeS 
a 4 ee sf 
+58 b ve pe sink ; “oh 
ha or eae ee eae es S 4h pt Psd c 
2 | 
\ Pa 
Gia 2 gt 4 t 
ah G gens TS Si st % Ba 25.0 9 ¢ 
ce | ‘ = « & . * ey 
. ; mi4 4 s i J 
; # 
ah »4 
y i z € 
ie he al 74 , . 
= tea r) 4 + Pe 
if ales: 7) ii “io 
. 
sues ait oe Lees sas > 
BESS Seas oF 
F en 2 & ole> in eee ae ea 
4 bs ble | ic YiPee ory Rates 
rnd "1 Livy Se Sa Sas (9) 
ae ON ae ea: ACES Pe 
y PSs ft aa ps ca Ew a 
‘ ec 


2 
i 


SO Les 


ideas vosoe? paol. Agi 


peotsg sidediaps 
oe? gaoo ao toestts 


saio Digow Geoo 


QQ 
5886 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


lines also provides larger and surer supply 
of gas to more consumers. Although we 
recognize that it cannot eliminate demand 
charges for peak loads, such charges can be 
reduced through operation of such high load 
factor lines. 

Me. Gnatemen, that is the end of our 
Supplementary gas line submission. 

I would now like to go back to our brief 
and highlight the role of the independent. ce 
Presenting the remainder of our brief covering oi1, 
taxation and finance we would appreciate it if your 
court reporters would continue to take notes. We 
have madé minor changes in the brief. 

Now, for the purposes of this submission, 
an independent producer is one which is of minor 
Significance in the total world industry. The 
Canadian independent is a company which depends 
upon the oil and gas resources of Canada for its 
income. Tiel 28, Ol wourse. an contrast to. the 
companies with operations or affiliations which 
are international in scope. 

An international company, if it finds 
productilon restricved in one country, can draw 
more heavily from reserves located elsewhere. We 
cannot do that. ii ceserves in -.one area or 
GCountLy appear insecure for political or military 


reasons, an international company can produce its 
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reserves) (aster (1.nethe area which 16, insecure 
and retain its reserves in areas which appear safer. 
We cannot do that. 

Denes, OUP area Ofsinverest is where in 
Canada, we are more directly influenced by whatever 
WOlicles ere invert fecv in Canada, Our Sconom c 
and political interests are more closely identified 
with those of the provinces and the nation in which 
we do business. For this reason we feel that the 
Views of the independent producers are of unique 
importance to the Commission. 

Despite our dimitations it.is a fact. that 
the independents in the past nine years have 
derailed almost heals of all-theowildcat wells in 
the Prairie Provinces, which indicates that the 
independents are a dynamic force in the develop- 
ment of Canada's petroleum resources. 

Now, with regard to oil: your Commission 
Site cate a Critical time. We are in the down- 
Swing of the business cycle. Since the end of 
World War II there have been two ininor recessions, 
1949 and 1954. In 1949 Canada's oil production 
was still expanding to serve available domestic 
markets. In 1954 the effect of the recession 
was felt in the Canadian oil industry in the clamour 


of United States oil producers for restrictions. 
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Since that time, voluntary restrictive 
measures have been devised. Now, in the downswing 
of 1957-58, they may be made mandatory. 

There is an apparent over-supply of oil 
in the United Suates today. 10 1s natural, if not 
evavesmaniike, to seek to restrict the supply of 
oil in these circumstances -- and that is what 
United States oil producers have done, la Gis 
however we may deplore the symptoms of the business 
eyolé, Lt 1S whith us == and so are restrictions on 
the markets for Canadian oil exports. 

We recognize that im the Long run, we 
Should be able to export large quantities of oil 
to the United States -- some say as much as 
1,600,000 barrels per day by 1980. 

What really concerns us now, is how long 
Will 1¢ be before Canadian o11 will again move 
more freely over the border. If limitation of 
oil imports is made law, an early reversal of 
this philosophy can hardly be expected, and 
Canada's oil exports to the United States could 
be restricted indefinitely. 

To the extent that markets for Canadian 
erude oil are restricted, the exploration and de- 
velopment of Canada's petroleum resources will be 
curtailed, From our earlier remarks about the 
financial problems of the independents, it is 
apparent that, under restrictions, the following 
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The independents will not be able to carry on 


their share of exploration, and they will retain 
only a diminishing share of the country's 
reserves, Production and acreage, 

(2) Throughout Western Canada, there will be a 
aryine up of ot1 exploration and development, 
with all that that implies in lower revenues, 
lower royalties, lower personal income, re- 
duced capital investment and the adverse effect 
on allied services and -related industry. 

Therefore we see that the present pressure 
of slackening economic activity calls for immediate 
action, 

We can make decisions of a business or 
economic nature. Where this is not possible, we can 
explore the opportunities which might be created by 
actions. Of 4 pollcical nature, In -elther case, 
these can relate to domestic markets for the product, 
Or tney can be directed to expanding our markets 
OUGside Che country. 

A careful consideration of these various 
avenues leads us to make the following suggestions 
to the commission: 

We suggest that the pressing urgency of the 
situation points out the need for immediate and 
renewed diplomatic representations at the very highest 
levels of government in an attempt to come to an 


agreement witn the United States government which 
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wlll permiv us to. expand our markets for o11 on a 
sound and continuing basis. 

It is on record that the Canadian government 
does not agree with, nor admit the validity of, the 
concepts of defense used by the United States to 
justify quotas on oil imports. Perhaps it remains 
to consider whether real advantages continue to 
accrue to Canada by our willingness to accept 
the principle of North American defense on a con- 
tinental basis when this principle is apparently 
not accepted elsewhere. Perhaps if these matters 
were dealt with by a Treaty between our two countries, 
our relations would not continually be upset by 
administrative edict. 

The United States government may not be 
able to give Canadian oil preferential treatment 
over o1t produced in otner foreign countries, un- 
less it can be persuaded to include oi11 in both 
our countries as an item of continental defense 
recognized in a Treaty. 

If representations along this line are 
unsuccessful we should seek an agreement which will 
move more Canadian oil into our logical markets in 
the mid-continent area of the United States and the 
Pacific Northwest. In exchange, we could continue 
to accept non-Canadian oil into the markets of 
Eastern Canada. 


At the very least we should seek some 
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assurance that we will not continue to be regarded 

as @ Marginal supplier in. the very areas we can 

serve most economically. The United States mid- 
continent area, including Chicago-Detroit-Toledo, 

can be readily served by Canadian crude, because 

our oll-producing areas are so close to the mid- 
continent market. The Pacific Northwest, because 

it has access to tankers from abroad, may not find 

us the cheapest source at all times, but on a long- 
term basis we are the closest and the safest and 
Werare a JObi cal = eupplier., Gnhe Logistics of the 
movement of oil do not change simply because natural 
markets lie across a@ political boundary. They can 

be interfered with, however, by a tariff, such as 

the 103 cents per barrel tariff which the United 
States now imposes on Canadian crude, We suggest 

to the Commission that Canada should seek to persuade 
the United States that this tariff has no place in 
the relationship between our two countries, and should 
be eliminated, 

WSs tar ae our Markets here in Canada are 
concerned, we are now supplying all refineries as far 
east as Toronto, and if the refineries in that area 
ultimately supply the requirements of all Ontario, 
we stand to benefit. 

We sympathize with the people and industries 
of Quebec and the Maritimes when we consider their 


exposed position in the event foreign oil is 
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is unobtainable.’ The seizure of the Abadan refineries 
a few years ago and the closure of Suez in 1956 
caused very serious disruptions, Already in 1958 

we have seen a revolution in Venezuela, the 

partial seizure of the o1] producing and.refining 
facilities in Indonesia by the national government, 
and the formation of disturbing political alliances 
in the Arab states. If the markets of eastern 
Canada were entirely served by Canadian crude oil, 
these events would cause less concern, and onthat 
basis, the possibility of 2 pipeline to .tthe Montreal 
market merits serious consideration, 

Now, Mr. Chairman, I would like to turn 
and refer you to page 14 of our brief, the tax 
and finance section, 

With your permission, we would like to 
comment briefly upon some matters relating to 
taxation and finance. Whether oil or gas holds more 
attraction to us, we cannot explore for either of 
them without adequate funds. To some extent we 
Wilt be able 16 generate. move cash. oul of arnings 
if certain principles regarding taxes are accepted 
and implemented. 

The question of taxation in the petroleum 
industry was reviewed before the Royal Commission 
on Canada's Economic Prospects -- The Gordon 
Commission -- by several oil companies, and the 


Commission itself put in hand a study of taxation by 
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an eminent accountant. (Grant Glassco, "Certain 
Aspects of Taxation Relating to Investment in 
Canada by Non-Residents, Royal Commission on 
Canada's Economic Prospects, Queen's Printer 
(Ottawa: 1957). as conclusions ae to taxation of 


tT) 


the petroleum industry are submitted as Appendix 2 
to our brief today. 

In another study, prepared by the staff 
of the same Royal Commission, the authors had 
this to say: 

"In the petroleum industry the differing 

"tax treatment in Canada and the United States 
"with respect to such matters as depletion 
"allowances and property costs -- when combined 
"with the ability of United States investors in 
"the early stages of a development program 
"to offset losses on Canadian operations 

against income otherwise taxable in the United 
"States -- would appear to give United States 
“companies operating in Canada varying degrees 
"of tax advantage compared to their Canadian 
“counterparts.” (Brecker and Reisman, 
Cor cilee Dawdiy pare. 2. ) 

In August 1957 the Canadian Petroleum 
Association, representing 97 per cent of the industry's 
production, submitted to the Government of Canada an 
extensive brief containing five specific proposals 


in the field of petroleum taxation. As members of 
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the Canadian Petroleum Association, we endorse 
this: SubMmUaSioOn wend we place ab om the record 
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It is, of course, well understood that 
taxation of the petroleum industry in Canada 
tends to favor companies based in the United States 
over a purely Canadian producer, and this and 
other taxation matters will no doubt occupy some 
of the Commission's time. 

What we would like to dois to suggest 
some other possibilities im the broader field of 
finance which are important to us because they 
would give us access to some new and willing 
Sources of funds, buc their importance goes far 
beyond the oil industry and relates to the 
energetic development of Canada as a whole. 

iy (ie tates place we all recogni ze now 
that Canadian capital can finance vast under- 
takings. There are substantial sources of capital 
in Canada if they can be unlocked. 

The independent producer of oi1 and gas 
relies in large part on risk capital supplied by 
investors. We are more vulnerable than a company 
with international sources of funds, because we 
can only raise new equity capital effectively when 
conditions in the Canadian petroleum industry are 
good, and in addition, investor confidence is 


high. When production is restricted, and the 
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payout period becomes longer, the present worth 


LL 


of our reserves goes down, and our market value 


= 


goes down with it, affecting investors across 
Canada. Under these conditions we cannot raise 
new equity capital on reasonable terms, even 
though we might have opportunities at such a time 
Lo use 10 cto advanvace. 


In the United States, private individual 


and companies not in the petroleum industry play 
on acLuive role an supplyine venture capital for 
expiloracion, nov only in their own country but in 
Canada and elsewhere. Furthermore, nearly all 


tiles capital flows ~o the independent producers, 


¢ . , im 1 : ies 
. OE ee see nko 


Re TR hone Ee a ea 


n 


Pe yy i 


oT. Oo A UOMaARITA @ueMA 
Sw ATHO OT HONEY 


or 


“yy et? (Saath @entiboie Depieg Tie geg 


| 
| 
| 
| 
: 


Fosfream qi fants & swe ho Hav GS 


1 


¢ i 
a i arin * i Dilan wa | 
A <A _— ' 
i r } é oF , é j 
: j =s : ~ i i 5 
# 
6 OF 2 ce 
niin 
«i , 
’ a Fe 
ony Ne : 
Le ; ; 
j > 
« : 
’ 
i 
: 
i 
| 
[s 
i 
j 
wet ree May 
} pie tp ie we - wy 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 589 6 


It is desirable that potential investors 
in Canada as well should participate in our indus- 
try. We suggest that changes in our personal and 
corporate tax legislation may be the way to make 
this possible, and that the Commission might re- 
commend such changes by the consideration of the 
appropriate authorities. 

With respect to long-term or borrowed 
eapital, the assets of the life insurance companies 
and other institutions are large and expanding 
rapidly. May we suggest that the Commission give 
consideration to the advisability of recommending 
changes which would make more of these funds avail- 
able to the oil and gas industry. For example, 
existing regulations might be altered to permit 
these institutions to make long-term loans against 
Drouuceulon, Or to Tinance the purchase of proven 
reserves in the ground. If incentives are necessary 
tO stimulate this type of investment, such incen- 
tives are worthy of study by the appropriate author- 
Lties of the Government, 

Some short-term loans are being made 
against production by the chartered banks, but they 
run only for periods up to four or five years. This 
term is not realistic when related to the lengthened 
pay-out periods brought about by the currently re- 
duced oil allowances and presents an obstacle to 


the ability of an independent oil company to finance 
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its development operations. If the chartered banks 
are not prepared to make medium term loans, we 
submit that the Industrial Development Bank, which 
was formed to Till such gaps an the, country '.s. fin- 
encilal structure. should enter this. loaning field. 

The revenues that will be created by 
vigorous and progessive action in these fields 
wiil not lie idile,. but will, spread throughout .the 
economy of. Cenada.. That. portion of the earnings 
from Ol and, was, mich accrues, to the independent 
companies, will certainly be fully employed. Build- 
Pe Up dle wash somo Gt One Ot our policies i We 
will be quick to use our available funds to explore 
for and develop new resources, new reserves, not 
Colvr tio Lite. pari. sone Country SULA I nthe. mertn = 
land which we feel offers a challenge and great 
opportunities. 

Me prover incentives. and active, use of 
eaprreal Will, oreate am ell. and gaseindustry, in 
Canada which will bring grear material benefits 
to whe people of this.country.. 

Now, Mr. Chairman, in conclusion, we would 
just like to summarize our combined brief. We have 
endeavoured to show the economy, how the independent 
oil companies have played an important part in the 
development of our industry in the past few years 


in spite of limitations of markets, and the fact 


——_ that Canadian capital was not. as freely available 
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as it might have been. 

Asc independent’ producers, our interest 
is closely identified with the national interest, 
For this reason we feel justified in making cer- 
tain recommendations to the Commission. We will 
summarize them herewith: 

(1) We urge strong representations at the 
highest Governmentvlevels to expand our 

UNLTEG States Markeveirorroll.o) ifothese 

United States markets are not developed 

on a continuing and a hong=term basis in 

eoreasonable period of time, then we pro- 
pose that immediate consideration. should 

Dei evens Toetheemost practicalwmeansnof 

commencing movement of western Canadian 

crude oil into the Montreal market; 


We recommenc Thatl protective steps ibe 


Lp) 


taken GO, stops thet movement.of refined 
Sevroieum procucts. into Canada’ wherever 
DISS ORMeomparable products are being 
manufactured in Canada; 

(3) We urge immediate approval of expanded 
markets for our surplus natural gas with 
adequate protective measurements for 
Canadian peovle; 

(4) We have outlined and we strongly recommend 
specific! changes ain the field of taxation 


and finance which will help mobilize 
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CanhadLanecapital sto \develop.cur oil and 
pas reserves inthe national interest, 
Thank you. 

THE CHAIRMAN: Thank you very much, 
indeed,.Mr. Gallagher. Mew Patti tie’? 

Me, eevee. fr, eGalpeaghers.. Lowi dd 
address the questions to you and you can just 
designate any person whom you may wish to answer 
the, question. First of all, your group of companies; 
amet Gorrect in thinkine that they are ail. Canadian 
companies operating either in. Alberta or in 
Saskatchewan? 

MA VGhUuAGHHNS. Yes, Mra Pattillo. They 
eldypre Conadian, companies, operating, Ln. western 
Canada. 

Mis PATTILLO: What about the share con- 
trol of these wompanizes? dis. there any company 
whose share control is situated outside of Canada? 

MR. tGAbGe Gunn: » Mew Pattakio.,. Lam. not 
tire MOSM VOn, COG Lord iy ethatL, Sbavenenh An respect 
of all the companies listed I would, suspect that in 
many of them, the share control lies elsewhere other 
than Canada. However, I would like to add that I 
do not feel that that diminishes our.interest in 
what happens in Canada, in the fact that a Canadian 
independent is dependent on what happens here. In 
addition, IL. would like to say that the trend of 


Canadian investment into risk taking equity might 
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gradually reverse that control position. 

MR. PATTILLO: What I was going to ask 
was whether any of the companies have affiliates 
iw the United States that are in the producing 
business? 

Mis GALLAGHER: Wee,  Inéere is an arrilia- 
tion between, as Il understand, Husky in the United 
States and with Canadian Superior. Those are the 
Oniy two taat 1 know of, and I wouid like to clarify 
that by asking Mr. Gene Powell, who is here repres- 
enting C nadian Husky. 

MR. POWELL: That is not true. The only 
Goint if interlocking directors. We have two inter- 
locking directors, otherwise there is no connection. 

MR. GALLAGHER: For Canadian Superior, 

Mr. Feldmeyer is here. 

MR, FELDMEYER: Superior Oil Company of 
California owns 51.4% of Canadian Superior. 

MR, PATTILLO: Can you tell me what posi- 
tion the Husky Company and the Superior Oil Company 
of California have taken in the United States regard- 
ine - Gnhe Importation of Canadian erude into the United 
otvates? 

MR. FELDMEYER: Well, Superior Company 
are not operating any refineries or marketing busi- 
hess. it has little reason to be involved,in the 
import of Canadian crude. 


MR. PATTILLO: Do you know whether it is 
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a member of the Independent Producers Association 
of the United States that has been making represen- 
tations against the importation of foreign crude 
into the United States? 

MR, PHGDMEYER: 2 don’t believe I can 
answer that, sir. 

MR. POWELL: Husky is. 

Mi. PCATTILEOs Husky 21s7 

MR. POWELL: Yes. 

MR, PATTILLO: Now what about your MPR 
in the aggregate of these nine companies? Can 
vou tell Us what thet is, Mr. Gallagher? 

MR. GALLAGHER: I don't have the figures 
Of Che MPR. buL LT desheave in front of me a’ rough 
estimate of the current production of these companies, 
enawtchnau 18 approximately 50,000 berrels per day 
represented by the mine companies. 

MR, PATTILLO: Do you know whether any 
of the nine companies are seriously affected by 
the present prorationing policy in Alberta? The 
market demand? 

MR. GALLAGHER: I would say that all nine 
companies are seriously affected, Mr. Pattillo, to 
the extent of at least approximately 50%. In other 
words, tbneir current production is om the order of 
50% of what their allowables would be or their MPR 
would be. 


MA. PATTILLO: Now what steps have the 
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i 
companies, sag 2. croup om singly» taken wince July 
of 1957 to endeavour to obtain additional markets 
for Canadian crude? 
MR. GALLAGHER: To my knowledge, Mr.Pattillo, 
the group have not taken any steps toward enlarging 


Clie, MAKE Ge) LM Tne peer ithatwaldk wut rone iof our 
group. Bare producens, rexplorers and producers of 
not marketers and refiners. The marketer 


ano. yret Wner eamong, ious group kis Husky. Canadian Husky 


Mi reat LO bm ioperates ianretinery, at 
tne Nnead.of the lakes? 

MR. GALLAGHER: Yes, and a second one’ at 
Rlovdmeniecer anc one atv Moose Jaw. 


MR, PATTIOLO: So they have three alto- 


MR. GALLGHER: Husky has three refineries 
abosethner ares. 5 iCould Mr. Gene Powell answer that? 


he? POWMiien™ Tha a sicorrect .| at the 


VR. GALLAGHER: And all those refineries, 
MieerPa tibial bo, haveybecrm deve loped,an recent years: 

MR. POWHLD: Since 1947, the first one. 

MR ePATTILLO:. And when msi the most: recent 
one brought on stream? 

MR « (POWELiLes The most recent one at the 
head of the lakes was purchased, I believe, about 


two “years ago. 
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MR. PATTILLO: Now then, apart from 
Husky have any -- although the rest of you are 
producers only == have you individually, or as a 
Broup done anything to try and increase the markets 
tor Canadiam crude: 

MR, GALLAGHER: On behalf of Dome 
Exploration, Mr. Pattillo, we have certainly ex- 
Biored the possibllity of additional oil moving 
into the Minneapolis refinery. We have also ex- 
olored the possibility act the head of the lakes 
im wie United Sates, on the Superior side, We 
have beers eminently Unsuccessiul in the Tact. that 
Giere ere a mumMber Of Matters, mainly voluntary 
restrictions which have prevented any enlargement 
of markets. 

MR. PATTILLO: So you have been in con- 
tact with the American refiners in that area, but 
gniey have Told you what because of the restrictions, 
tive Voluntary restriction. they could not increase 
Gieit Lace Or Canadien crude, Ls. that it? 

MR. GALLAGHER: That is essentially it. 

Ma, PATTILEO: Have any of the other 
companies done work similar to the work done by Dome? 

MR. FRILEY: Bailey Selburne has had dis- 
cussions im general along these similar lines. As 
BEricuLy s2nidepencen. oroducers, we have to sell our 
Gai 0 the larger companies and we feel pretty well 
tied tO that situation, We have not made progress 
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Mine, PRUE IL: Are any of you in a2 
position where you might be able to make an exchange 
arrangement with companies that are bringing foreign 
crude into Canada at the present time? 

MR, GALLAGHER: Speaking on behalf of 
Dome I would say we are not in that position. We 
are solely operating in Canada and have no affilia- 
tions outside. 

M4 PATTILLO: What about Superior Oil 
of California? Does it operate in Venezuela? 

MR. NICHOLS: it does now. 

Mae SAT LEO: And it has a substantial 
production there? 

MR, NICHOLS: I do not know how many 
wells are completed to date, but I think. five or 
six. 

May PATTILEO: Carn you give us any idea 
aa £0 what its daily production 137 

MR, NICHOLS: The last information I 
had was that they were in the neighbourhood of 
10,000 barrels a day. 

MR, PATTILLO: Do you know where that 
production from Venezuela is going? 

MR. NICHOLS: Production was sold at 
the wellhead and it is my understanding that it 
was going to small refiners in the Gulf Coast and 
Southern States area. 


bin. PATTICLO: Would you be prepared to 
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inguire irom your head office in California as 
to whether they would be willing to give considera- 
tion to an exchange of oil whereby they would be 
making arrangements with refiners that are going 
into the Montreal market at the present time 

with foreign crude -- to exchange oils so in 
effect the equivalent of Canadian oi11 would go into 
the Montreal market? 

MR. NICHOLS: IL would certainly be pre- 
pared to make inquiries. 

Di PA ia: Now, you people speak about 
going to the Montreal market. Would you as a 
group or individually be prepared for the purpose 
of going to the Montreal market to enter into long- 
term contracts regarding your supplies for that 
market? 

MR. GALLAGHER: Would you like us To 
epeak individually as companies? 

Nie Piri pice Yes. 

MR. GALLAGHER: Dowall Lead orf for 
Dome : Dome would certainly be prepared to enter into 
Sel 2ine Our crude, pert of our crude, in the Montreal 
area on a long-term basis provided the price is 
what we think or feel is practical, fair and 
equitable. 

MR. PATTILLO: Perhaps you would just 
explain =-- wnat do you. consider is a fair and. 


equitable price? Ha e you something in mind as to 
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how this price is to be determined? 

MR. GALLAGHER: We would, of course, 
have to know, Mr. Pattillo, the volume that would 
be going into Montreal. We would want to compute 
a fair return on any pipe line to Montreal and then 
net back to the wellhead of the remainder on the 
basis of Gulf Coast prices that have today estab- 
Jished the worldwide pricing Tor-erude. 

MR. PATTILLOs I understand by that, 
then, that you would be prepared to have the price 
at Montreal fluctuating in accordance with 
plLuetUetLene Of,Gulr and Venezuelan crude? 

MR. GALLAGHER: Rididsnot include 
Venezuelan crude, Mr. Pattillo. To date our 
Driceson Canada; asarar as 2 understand, has: been 
based on Gulf Coast price and reflected by 
transportation or reduced by transportation. 

MR. PATTILLO: Would you be quite pre- 
pared to continue that. basis? 

MR. GALLAGHER: I would. 

MR, «PATTILLO: In addition to being 
prepared to enter into contracts as you have ex- 
pressed, would your company be prepared to take 
any share interest in any proposed new pipe line 
company? 

MR. GALLAGHER: We would be very happy 
to look at the economics of it and participate if 


possible. 
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MRS RATT UGE: What about the other 
companies? What are their views on this matter? 

MR, GALVIN: Speaking for Medallion, 
we are producers, we are not in the position of 
transportation or refining. We do have to have a 
Dlace- TOIMMUL OUR OL). As a producer we would 
Support those measures which sold our oil products? 

MR, PATTILLO: Would you be prepared 
to enter into long-term contracts for the Montreal 
market? 

MR. GALVIN: Could you define what you 
mean by long-term? 

MR. PATTILLO: Well, some of the people 
have said that one of the dangers of taking the 
oan Veron Montreal 1s that over the next. number of 
years, during the lifetime that would be required 
to pay off the investment of the pipe line, markets 
which are going to be more desirable from the 
financial point of view are going to become avail- 
able or may become available and that it would be 
@ mistake in their judgment to tie up Canadian 
production for the Montreal market so it could 
not take advantage of the better markets. Now; 
I am inquiring as to whether you are prepared to 
tie up your production for the Montreal market 
for a considerable period: of time, 

MR. GALVIN: Li that question is to be 


answered yes or no, then we would say no. 
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MR EAT LI: Now, what about Amurex 
ULL? 

MR. VANSANT: A qualified yes. 

Mk. (PAPTILLOs What about Bayley 
seiburne? 

MR. FRILEY: I believe the first item 
in our conclusions fairly well sets out our view 
on that matter. In other words, we want this 
thing approached from the highest Government levels 
rirstiand if we are not successful there then we 
look at the immediate consideration of a most 
practical means of commencing movement of the 
Western Canadian crude to the Montreal market. 

By that specifically I mean we would 
want more facts and figures on this situation. We 
definitely feel that the Montreal market has its 
possibilities if the economics were set out, so 
we have to go along with a qualified yes. 

MR PATTLELO: What about Banff 011? 

MR, HAHOG: Our company produces 90 
percent Of 1ts 014 an Alberta and 1s at present 
producing 40 per cent of its MPR and in any pipe 
line to Montreal we are going to be behind 
Saskatchewan, as we are now, in the sale of oil 
in the province so we would hope some would be 
left over for us to make a long-term contract 
with Montreal, which we would do. 


MR. PATTILLO: Canadian Export Gas: 


SR ae 


as 


“{ 


BeOS, 


Are they in the oil business too? 


MR. BECK: Just barely, about 1200 barrels 


of oil a day and I do not think we are entitled to 
say on that basis. It is my reaction there are 
too many nebulous and imponderable factors for 

me to tell you yes or no, or any sensible answer. 
I have gone through this landlocked oil business, 
embargo, or whatever you want to call it, before 
and I do not think it is anything new or different 
and I think we eventually worked our way out of 
toe ching; I think it is a question of weighing 
what you are willing to risk in locking up twenty 
years! supply of your oi11 for the pipe line. 1s) 
iy Opiiton, © Cannou Say 20 18 a company opinion, 
D*think it is not desirable and we would not | 

MAS PATTILLO: Thank you very much. 

Now, Canadian Husky, what is your feeling 
on it? 

MR. POWELL: Actually I am not prepared 
to speak for the company on that and discuss that 
problem, We have refineries here; we also have 
refineries back in the States which have no 
actual connection with the Canadian company. ug 
think it would have to be discussed, but I would 
say this, we certainly share responsibility with 
the other companies in the long-term commitment. 
Petes 21ke the rest ol une members here. We 


would like to explore all other markets before we 
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went into the Montreal market. Right at the 
present time, though, it does not appear that 
there is any market in the very near future. 

Mas. PRTTLLLG: Ape wou really. putting 
it this way, the Montreal market if necessary but 
nov necessarily the Montreal market? 

MR. POWELL: Pag LA pis te Thats ways 
Ii feei that the only market we have for our crude 
is the Canadian market. We do not necessarily 
feel that the Montreal market is the most economical 
market -- we do not believe it is. Tie Pao Lie 
Northwest market is the most economical and we 
would like to try to have the opportunity to get 
into those markets before we attempt the Montreal 
market. 

Mey PATA Thank you, Now, what 
about Great Plains Development Company? 

MR, NICHOLS: We are not familiar with 
the details, Mr. Pattillo, by which the statements 
have been made which you mentioned, that long-term 
contracts were necessary to support oil going into 
Montreal as distinguished from supporting it going 
into Toronto or Vancouver. Therefore, I do not 
feel that Great Plains is prepared to say until 
we know whether we are agreed with the need for 
such long-term contracts. 

To pul it another way, [ am afraid, it is 


a question that I would need to be prepared to 


rr 


ony! 


answer yes or no to it, but would not be afraid to 


answer yes or no after I had had more time to 
Vain, about. G. As far as setting a Montreal 
market up as being something distinct from other 
markets which we are apparently serving to a 
lesser or greater degree, I have not given that 
any thought nor has it been ee any study as 
to what makes it separate and distinct. In 
the other markets we are not faced with long- 
term contracts and have never been called upon 
to make any. 

MR PATTLTULOs I think Mr. Levy's 
evidence Was tThav if the producers of foreign 
erude wanted to continue to control the Montreal 
market they would have no difficulty in putting 
Their o11 in there at. a price which Canadian 
refiners could not -- the Canadian producers 
could not meet -- and I think it was generally 
thought that if you were going to take Canadian 
erude into the Montreal market you would have to 
have throughput agreements, long-term contracts, 
from the suppliers so that there would be a 
stabilization of supply and demand. 

Now, what is the view of your group 
as to your willingness to accept controls which 
you have not got today, if it became necessary 
to have controls for the purposes of securing 


the Montreal market? I mean by that, such 


( _ 
id Or 
hod DLucw Tod of 63 On Po e9oy evans 
70 DBi bar a SST Te et TO 2st vawans 
BALI Sa OF STI! Bh 6a Sioce splay | 
fonitelb witdtfomea sled Sh ay Josiam 
tis syon pes oy Solow sistem 
Van 4 ,o" ' j aT & on bg fr (=3 435i. 
$7 mS MawosS VS 
j i ma 3 Lucid a eo a4 ia Po | 
we! ae ae SLE, Ag | 
; } 
30) \ ; 1 Gf : 7c rLa 7 ) 
UR “y =) ; 
7 ) ; ‘iti fe 
¥ * 
F ” pe { eh \, 1 
J hy ih? 4 rn \ 
} 
ars ' ro | 
: Ls i ji 
‘ 
/ 
j " We 2 ; 7 | 
} 
wy t  goyls { | 
: 5 
” ; ' i +") PT i> - i ) 
t g ‘ ) : "| io ‘ 4 hal Ai la J af 


0 a awe i ie be Ek? 9 ee ee |) TwOoYy low eh 


LESod ¢ Lt a Vabreh Soy Fae evan wie | 


rdccwie GH) uct. elewnte- svat oF 
YS Lai OF Titearom Cavite erik 


opie 


controls as to rate of development, controls as 
to price, controls as to requirement to ship a 
certain quantity of your oil to Montreal? 

MR. GALLAGHER: Well, Mr. Pattillo, we 
recognize at least on behalf of Dome -- we recognize 
that there will be some protection necessary in 
order to move into the Montreal area. We do 
not feel that that protection or Government con- 
trol, as you put it, has to move back to the well- 
head. Certainly, as to the rate of development, 
that would still be an economic factor determined 
by the companies. 

As you are aware, the Trans Mountain 
pipe line was built by a group of producers, all 
of whom undertook a contingent liability on their 
balance sheets, that if the Trans Mountain lost 
money they were liable for part of it and I think 
a line into Montreal could be built on the same 
basis whereby each of the producers could be 
offered an opportunity to participate in that 
line and also participate in the contingent lia- 
bility that goes with that. Therefore, there 
is no control, as I see, reflected back by the 
Government, no need for control reflected back 
to the wellhead. 

MR. PATTILLO: Well, do you think that 
if measures were taken to ensure the Montreal 


market for Canadian crude that if there were 
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no protective measures taken prices would not go 
up? The producers, once they had the market and 
were assured of it, and knew no forelgn crude .could go 
in anywhere in Canada, would not increase their 
prices? 

MR. GALLAGHER: By prices do you’ mean 
the price as the consumer or back to the wellhead? 

Mi PASTEL: I mean the original well- 
head price to the refiner -- it would be passed 
on to the consumer. it you were given a choice 
by the Government, by Government measures, that 
only Canadian crude could be used in the Canadian 
refineries, do you think that unless controls were 
taken over price that the price would not go up? 

MR. GALLAGHER: ie. Pavtillo, speaking 
aeein on behali-or Dome, I feel that we as pant of 
an international industry would still have our 
wellhead price determined by Gulf Coast price 
less transportation. Therefore, I feel that the 
Government or whoever established the protection 
in Montreal could also see that that interplay of 
net-back to the wellhead remained intact. I am 
only speaking om behalf of one company; the 
others are all available. 

CR Paleo: Perhaps during the lunch 
hour you might ask them as to their respective 
views and you could state the views of the group, 


So DT will not have to ask each one in turn. Those 
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are all the questions I have, Mr. Chairman. 

THE CHAIRMAN: Mr. Frawley? 

MR, FRAWLEY: In the short.time left 
before lunch I would like to just get the MPR's 
and the selling rates of these companies. 

Amurex, what would be your total MPR and what 
are you selling? 

MR. VANSANT: About 13800 gallons per 
day and selling 1200. 

MR. FRAWLEY: peLLing 12007 

MR, VANSANT: Bhcious 

MR, FRAWLEY: What about Bayley Selburne? 

MR. FRILEY: About 6,000 barrels a day, 
aelsane 2,000. 

MR. FRAWLEY: Banff? 

MR. HAHOG: Apout S00; selling 450: 

MR. FRAWLEY: Canadian Export? 

MR. BECK: About 2,000 and selling 
SLO Ge That would be gross. 

MR. FRAWLEY: Husky? 

MR. POWELL: About 6,500 barrels and 
selling about 2,600 or 2,800. 

MR, FRAWLEY: Canadian Superior? 

MR. FELDMEYER: About 18,000 -- 16,000 
toe 000 ==. and selling about: 10,500. 

MR, FRAWLEY: Dome Exploration? 

MR. GALLAGHER: MPR, 7,000, approxi- 


mately; selling approximately 4,000. 
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MR. FRAWLEY: Great Plains? 

MR, NICHOLS: The mathematics with 
regard to how to arrive at the MPR I do not know 
but we are currently selling 2,400 barrels a day 
and the MPR, the current allowables, are around 
that, around 40 per cent of the potential. 

MR. FRAWLEY: Medallion? 


MR. GALVIN: 1,800 MPR, 300 barrels 


per day. 
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MR, FRAWLEY: I would like to address 
a few questions to Mr. Beck, 

You have put it, Mr. beck, co Mr, 
Pattillo that you cannot see the widdom of 
locking up your oil for twenty years ina Pipe- 
line to Montreal. Is that a fair Statement of 
what you said? 

MR, BECK: Yes,because I didn't know 
what factor would be involved for twenty years, 

MX. FRAWLEY: Letme putit to you, Mr, 
Beck: are you very encouraged with the situation 
in the United States today? When I say that, I 
meanthe possibility of getting more oil into 
the United States today. 

MR. BECK: Mr, Brawley, I don't think 
IT am qualified to answer that one. There are 
too many things that are happening inthe States 
for me to know. I am Just worrying about what 
is happening in Canada and so far ac) Lcan Lind 
Some gas and o11 to sell, and the position now 
as I see it, I don't know whether it is encourag- 
ing or discouraging. 

MR, FRAWLEY: I just want to canvas the 
Situation, Mr. Beck, as well as you knew it. Let 
me put this to you: is it fair to Say that you 
are certainly not happy with the present situation? 

MR. BECK: Yes, that is aod ques 


MR. FRAWLEY: And there seem to be two 
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alternatives: either we go to the United States 
or we go to Montreal. 1am just wondering if you 
are encouraged in the matter of going to the United 
States? 

MR. BECK: When? In twenty years or 
during twenty years? 

MR, FRAWLEY: No, now. After all, a 
decision has to be made now, nas it not, Mr. Beck? 

MR. BECK: Well, I guess. The point is 
that, as far as I can see, we have worked our way 
into these United States markets before; we have 
never had, as yet, in the last ten years any surplus 
of Onl, and 1G is gust starting to become apparent 
now. Well, that has happened before, and my thinking 
would be that the commitment we would be embarking 
on in the Montreal line would be much more difficult 
to forecast, whereas down the road we have worked int 
the Stateside market. I don't think that will happen 
tomorrow, because they are having their problems 
and Chey are cutting back Durther than we are, so 
you are asking me to tell you what the demand will 
be in the States, and I don't know. But certainly 
as,0% today, and for a very short time, I would say 
at least we can't expect to get into the Stateside 
market because they are being pro rated much more 
than we are. 

MR. FRAWLEY: Do you mean you are not get- 


ting in there in the way you think perhaps you 
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should get in? 

MR, BECK: In the way . would like.to 
BeU sn. 

MR, FRAWLEY: And I am wondering how 
iong you think you or your company is prepared 
to wait and accept the present situation and wait 
to see how things develop in the matter of the 
United States market. 

Mit aboeGks, Me, rawley,; asethe brier 
points out, we are not necessarily prepared to 
wait; we think we should explore the alternatives, 
as hier. Gallagher pointed.out, in the brief, very 
emphatically and very deeply. But first we should 
explore those honestly and as intensely as we can, 
and tnen if, in the last resort, we are not able 
to do anything (maybe it will take six months, 
twelve months, two years) then we will have to 
explore this matter of tne Montreal pipeline. I 
am not excluding the Montreal market, I think it 
is one Canada should have, but 2 think it is more 
economic to work it on an exchange basis. 

MR. FRAWLEY: Speaking of the exchange 
basis, 1 am just: wondering, Mr... Beck, Row much 
in barrels that would mean by way of relief to 
the snut-back oil we have to contend with ,in 
Alverta today. What do you visualize in improve- 
ment in barrels per day that would mean to the 


shut-back production? 
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MR. BECK: Well, you are getting a little 
over my head, The point, as I understand it,.is 
that there are roughly 300,000 barrels in Montreal. 

MR. FRAWLEY: You visualize we could get 
it by way of exchange replacement of the oil going 
into Montreal now. 

MR. BECK: I said that would be a good 
hope. 

MR. FRAWLEY: If you could get that, we 
would be going to Montreal just in another way. 

MR. BECK: Yes. Of course, that way would 
involve a 20-year commitment. 

MR. FRAWLEY: Now, I think that the gentle- 
man representing -- oh, Bayley Selburne is Gaoeante 
the -- no, Canadian Superior is the biggest and 
probably has the biggest market. Mr. Feldmeyer, 
tne fact that you are here supporting what Mr, 


Gallacher said this morning, I take it that your 


parent company is not opposing what Mr. Gallagher 


Said. 

MR. FELDMEYER: No, I don't think we are. 

MR, FRAWLEY: I think we can take it that 
you are here with the knowledge and consent of the 
parent company supporting his submission. 

MR. FELDMEYER: wes. 

MR, FRAWLEY: Are you feeling encouraged 
with the way we are getting or not getting into the 


United States market at tne present time? 
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MR, FELDMEYER: 1 think Tf would nave 
to say I am not encouraged by it. 

MR, FRAWLEY: How long would you be prepared 
40 wait to get into that United States market? 


MR, FELDMEYER: No longer than I have to, 


---Whereupon the hearing adjourned at eer Oi. 
MnbL De /0Oep eM. 


poet 


---On resuming at 2.00 p.m. 


THE CHAIRMAN: Gentlemen, I hope you 
all had a very good lunch. The Commission will now 
resume its hearings. Mr. Frawley? 

tins FRAWLEY: Dank you, Mr. Chairman. 

L think I will content myself with directing a few 
questions to Bayley Selburne and perhaps letting it 
go atv that. Mr, Friley, what are you in Bayley 
Selburne? 

MR. FRILEY: Vice President in charge 
of exploration. 

MR, FRAWLEY: And you have MPR's now 
totalling 6,000 barrels per day and you are selling 
about 4,200? 

MR, FRILEY: they is correct. 

MR. FRAWLEY: That 1s not a very satis- 
factory Situavion? 

MR, FRIDLEY: We would be happier to be 
selling nore per day. 

MR, FRAWLEY: Do you think that if you 
were required to remain-in just that situation for 
an indefinite period that it would be bad thing 
Tomine oll industry? 

Ma BALLEY: We think it would be a’ bad 
thing for Bayley Selburne and the oil industry. 

MR. FRAWLEY: Would you go a little fur- 
ther and indicate that by being bad for Bayley 
selburne it probably is bad for the whole Alberta 


industry? 
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MR, FRILEY: We are looking forward to 


the day when this situation is much better than 
It 18° Tight now, sir, 

MR. FRAWLEY: That is right, and you are 
very much concerned with bettering that situation? 

MR. FRILEY: We are quite concerned about 
NS Bee ae 

MR. FRAWLEY: You support the brief where 
it says that if the markets in Eastern Canada were 
entirely served by Canadian crude oil these events, 
that is the situation,the revolution in Venezuela -- 
I think you would not have to worry about that -- 
and some other things that you mention on that page, 
would cause less concern and on that basis the 
possibility of a pipeline to the Montreal market 
merits serious consideration. You support that 
statement? 

MR. FRILEY: We support that. 

MR, FRAWLEY: And if, to get to Montreal, 
you have to execute throughput agreements, would 
you be completely deterred from going to Montreal 
erely because you had to sign throughput agreements? 

MR, FRILEY:: I am not sure that I understand 
hat you mean by "throughput agreements". 

MR, FRAWLEY: An agreement with the 
efiner telling him that you will supply him with 
nis requirements up to a certain point, over a 


certain period of time. 
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MR, FRILEY: Mr, Frawley, we would look 
at that situation. As I mentioned previously, we 
would want to explore all of these other avenues, 
then if those other avenves did not work out, it 
is my feeling that we would be ready to look at a 
very minimum, or whatever the minimum requirement 
Woo 11Y Die way or, tev us say, blocks or tariftT 
to permit us to economically get that oil into 
the Montreal market. We do not like the idea of 
-- IT am speaking of Bayley Selburne -- of a lot of 
controls . 

MR. FRAWLEY: Correct. 

MR, FRILEY: I do not like that, but we.woul 
eo for the very minimum controls as are necessary. 

MR, FRAWLEY: Well now, Mr. Friley, I do 
nov want us to be at odds. I am not suggesting that 
Vou sioulLd Lake any less Tor your crude oil than 
you are taking now under the practice which pays 
you Gulf Coast at Sarnia. Now on that basis, and 
assuming that that could and would continue and 
assuming that you had a tariff rate that was a good 
Gaeal lower than any rate that has appeared in any 
interprovincial tariff, at least that I have seen, 
with those sort of conditions would you then -- with 
those two important conditions: a reasonable pipeline 
rate and a wellhead price as good as you are now. get- 
ting, would the fact that you would have to commit 


your crude to the refiner to enable nimto carry on 
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his operation, would that factor alone make you 
change your mind and say I don't want to go to 
Montreal? | 

MR. FRILEY: Mr. Frawley, that is a rather 
difficult question for me to answer. We want to 
sell our oil but we want to make sure that we have 
adil of the facts at hand before we do that. -1 am 
not sure at this time that we have all the facts at 
hand that are necessary. I would say this, that 
we would be inclined to lean in whatever direction 
was necessary to get this oil in there so long as 
the very minimum controls were placed on it. 

MR, FRAWLEY: Thank you very much, Mr. 
Friley. 

THE CHAIRMAN: You mean you would not’ 
want to lean at all if there were any controls? 

MARS PRILEY:: Sir; £ feel that we 
always have controls against us. We would analyse 
the controls just to make sure they were not too 
great. 

MR, COMMISSIONER BRITNELL: Mr. Gallagher, 
did I understand you to say that you and the group 
associated with you propose or recommend an im- 
mediate embargo on the further importation of 
any refined petroleum products that are presently 
produced in Canada? 

MR. GALLAGHER: No sir, I didn't make 


the statement or state "embargo". 
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MR. COMMISSIONER BRITNELL: I don't think 
you used the word. 
MR, GALLAGHER: The word we use was: 
"We recommend that protective steps be taken to 
"stop the movement of refined petroleum products 
"into Canada where these products or comparable 
“products are being manufactured in Canada", 
MR, COMMISSIONER BRITNELL: That. ie; it 
might be an increase in the tariff as against an 
embargo, the protective steps? 
MR, GALLAGHER: We feel we are not in 
a position to recommend how that should be accomplished. 
We think it should be stopped. 
MR, COMMISSIONER BRITNELL: Let me put it 
another way: what protective step have you in mind? 
MR. GALLAGHER: Leaminoc Jia position 
to speak on behalf of the group as to whether they 
favour Gariile or embargo, but IT would say one or the 
other. 
MR, COMMISSIONER BRITNELL: Pretty well 
have to be one or the other wouldn't it? 
MR. GALLAGHER: Definitely, yes. 
MR, COMMISSIONER BRITNELL: And more 
likely an embargo since a tariff you never are 
quLte sure where you are in. the fluctuating world 
oh Ce pes 
MR, GALLAGHER: Yes. 


MR, COMMISSIONER BRITNELL: Do I understand 
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further that you would recommend this step without 
reference to any independent or your other proposals 
concerning (a) vigorous representations to Washington 
looking to the expansion of the United States market 
for Canadian crude; and (b) reservation of the 
Montreal market to Canada? 

MR. GALLAGHER: Yes sir, i feel that 
where we have or can create refinery capacity in 
Canada, that any area within range of our current 
pipelines should certainly be supplied by products 
produced from Canadian crude in those particular 
areas. 

MR, COMMISSIONER BRITNELL: Thank you. 

MR, COMMISSIONER HARDY: Mr, Gallagher, 

I wonder if you could tell me approximately to what 
xtent the independents, I do not mean just your own 
group, bub independents in general, are participating 
in the expansion of exploration activities in the 

far north, in the Mackenzie bases for example? 

MR. GALLAGHER: I am not in a position, 
Dr. Hardy, to give you percentages. I do know that 
an independent is not in a position to wait very 
POne Or tis Pecur on Mas money, ihe far north 
certainly to Dome looks like a long wait and 
certainly looks like something that other people 
will have to develop the markets for that oil. 
Therefore, there are some independents that we know 


of have gone in there along with the majors, but we 
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in Dome do not feel that that is a good economic 
move at this time for a company of Dome's stature, 

MR. COMMISSIONER HARDY: So that there 
are degrees of hazards pretty obviously then in 
the exploration business? 

MR, GALLAGHER: Yee, Sir, 

MR. COMMISSIONER HARDY: Much greater 
risk involved in working in some areas than in 
others? 

MR, GALLAGHER: There’ is a risk involved 
in exploration anywnere, The greater risk in the 
far north, as you know, is even after you find 
something can you sell it, or is there enough of 
it there to get Lt out, or build a pipeline. For 
that reason, the independent is taking the chance 
that the majors along with him will find sufficient 
ee Dulidalplpéeline. 

MR. COMMISSIONER HARDY: One other 
question. Do you consider that there is much 

airference in the risk in wild-catting as compared 
to bidding on crown lease sales? 

MR. GALLAGHER: Oh, definitely. Of 
course there are phases of wild-catting from out 
drilling that may be only a mile removed from 
current production, to outright rank wild-catting, 
but there is very little risk if you properly 
appraise the reservoir conditions, the geology 


of the particular field you are intending to purchase, 
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your property, and also to properly appraise the 
present worth of that oil if you are intending 
DOeDUye, SO, that itherriskian purchasing “Larcertainly 
limited, 

MR. COMMISSIONER HARDY: Perhaps I am 
NOt. putoing my question quite correctly. That 
is pretty obviously correct, what you say, but 
financial-wise do you figure that one system is 
better as compared to the other? 

MR. GALLAGHER: Lewoultd slike Cotpucelt 
that independents as a group are usually good 
ExXpPLorere gropeol ll becauae tithe investortin putting 
his money into an independent is looking for a 
goupling or trebiing of the value of that stock; 
whereas, he certainly has a limited chance of doing 
so if he is just buying proven production or semi- 
proven production. Does that answer your question, 
Dr, Hardy? 

MR. COMMISSIONER HARDY: Yes, I know that 
we had one large company state exactly the same 
position the other day. I am having a little 
trouble finding out who these people are that buy 
these crown leases. Thank you very much, 

MR, GALLAGHER: I would like to answer 
that by saying that most independents in order to 
stay in business cannot trust to the luck factor 
enough to feel he is going to find enough oil to 


stay in business so he has to buy some and use that 
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income in order to explore. 

MR. COMMISSIONER HOWLAND: I have one 
question, Mr, Gallagher. You obviously have given 
quite a lot of Chought to, this problem of exporting 
gas. Did you come across any consciousness of the 
problem of uperading gas ian Alberta before exporting? 

MR. GALLAGHER: By "upgrading gas" do 
Vou mean increasing the BrU'NSs of that cas? 

MR, COMMISSIONER HOWLAND: No, I was 
thinking more in terms of manufacturing into chemicals 
or some other form than exporting. I am conscious 
Of the fact that there 1s some difficulty in doing 


that because of the United States tariff. 
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MR. GALLAGHER: " Could’1 ask Mr? Galvin 
to answer that question for you? He is much more 
expert on that. 

MA, GALVINe Well, by higher use, we 

would expect that you would mean the conversion 

of natural gas into petrochemical products. We 
would assume that the petrochemical industry as 

a user of gas required very little for relatively 
large yield, and our thinking was the supplies in 
Alberta seemed very much more than adequate, when 
Veusrelave Liew vo Une possible ares or higher use’. 
Again, there may be large quantities of truly ex- 
portable gas well over and above any imaginable 
higher use areas. 

MR. COMMISSIONER HOWLAND: Well, you 
would agree, would you or would you not, that the 
Commission, 1 considering the matter of the export 
of gas, Might take into account this aspect of ex- 
ports that in principle the utmost wealth to Canada 
comes from processing your materials or upgrading 
them rather than exporting the raw. As I gather 
from you, the volume of your export of gas as such, 
to you is Very important; you would, on the other 
Hand, agree that there 18 some principle involved 
here? 

MR. GALVIN: Well, there certainly is. 
We always have interest in upgrading our materials 


and getting greater prices and higher use; the 
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higher use in the matter of domestic fuels and 
cooking services, and so forth, rather than areas 
whlch muat be satisiied and we must use our re- 
sources, if they are available, in limited quan- 
tities but we feel that in Canada the domestic re- 
quirements, the petrochemical requirements, the 
high uses of requirements in general are more 

than adequately satisfied and there is a vast 
score of material available for normal use...In 
toate b would pUG Andustrial because industrial use 
is a second level of gas value and also industrial 
use in turn generates these other uses. There is 
no conilice Nere because we do Nave large and sufii- 
GCient Supplies of gas for all requirements. 

MR, COMMISSIONER HOWLAND: Thank you 
very much. 

THE CHAIRMAN: Well, gentlemen, thank you 
very much, indeed, This is the second occasion on 
which you have appeared before us and we appreciate 
very much your help in presenting the brief and 
the supplementary information you have given us 
today. We have a very serious and difficult pro- 
blem and I am sure the testimony you have given 
us here today has assisted us immensely. 

MR, GALLAGHER: Could I take this oppor- 
tunity of answering the question put to us by Mr. 
Pattillo before the recess? 


THE CHAIRMAN: Certainly. 
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MR. GALLAGHER: As you observed in pre- 
vious testimony, we do not have unanimity in our 
BYOUp, Wat Leastiam respect to the cross-examination, 
I would like, as spokesman, to state that we all 
definitely favour Canadian crude moving into the 
Montreal area after a reasonable, and I underline 
short: time period, has been given to, ithe Montreal 
refiners to develop a comparable and long-term 
market. We are all in agreement on that point. 

Five of our group representing the majority of the 
group are prepared to commit to long-term contracts 
if these are proven absolutely necessary and, we are 
also prepared to accept whatever minimum controls 

ere proven 2c, be =apsolutely essential. ~The remainder 
of our group wish to reserve their decision on con--: 
trols and LOne-Term contracrs until 40 is proven 

that any controls are necessary. Does that answer 
veour cues rion, Mr. PatuLlillo? 

Mn, OPATTIELOs: wes: thank you, 

THE CHAIRMAN: Before you leave that, 
Licttars Oipartier that statement L,amnot sure J 
understand, a reasonable time and a short time is 
given to the Montreal refiner to find other, markets? 

MR. GALLAGHER: I would like to put it 
this way: we, as independents, are certainly not 
I te (pOsLvion To find markets for «the oil, we rrecog- 
mize that that is beyond our control. We would say 


that the people who would be affected by moving oil 


i a 
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into Montreal are the people who, we feel, would be 
the groups who would be most anxious to find an 
alternate market. 

THE CHAIRMAN: Alternate market for what, 
Lor pune r= Porel en “crude? 

MR. GALLAGHER: No, for an equivalent 
quantity of Canadian crude comparable to the 
Montreal market. 

THE, CHAGRMAN: “Oh, 2 see, you are really 
talking about an exchange? 

MR? GALLAGHER: Yes. 

THE CHATAMAN? ("i vam sorry, IT did not under- 
stand that. 

MR. UGALLAGHER: Could sl ego on to the second 
point? 

THE CHAIRMAN: Yes. 

MR. GALLAGHER: We were asked by Mr.Pattillo 
Woe ecliortcs wedsedcumeadeuto sélP our ol) and lL would 
like to mention that perhaps we left the wrong im- 
pression that we have been sitting back and waiting. 
Theat esino uetne Wage e Under ithe present prorationing 
system, we are’ not, as a group of independents, in a 
DOSiLCLOn Uo Veo nota canid “Sell cor ls anyoLl that. we do 
sell would nave: to be spread throughout the entire 
Industry “Or any <onuracts. thav wei might make, in 
effect we would only be able to take care of 5% or 


20% Of SUV LG is MouUthat we are rotiwilling to 
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present prorationing system we are not in a posi- 
tion, to do so. 

THE CHAIRMAN: There is no incentive? 

MR. GALLAGHER: No true incentive and 
you just cannot make those same contracts. 

MR. FRAWLEY: May I just take that up, 
please? 

THE CHAIRMAN: I thought you might, Mr. 
Frawley. 

MR. FRAWLEY: You say if you went out and 
MoU LOUuUnG another Warker you could only participate 
in that market to the Extent that the prorationing 
scheme allows you to? 

MR. GALLAGHER: That is right. 

MR, ERAWLEY: ls. imperial Oil nov in, the 
same position? 

MR. GALLAGHER: Exactly. 

MAS FRAWLEY S “So af “unéey are going out, 


I do not know whether they are or not, but if they 


are @oing out to find a market here and there, they 


are doing that for others in the whole group? 

MR. GALLAGHER: That is right. 

MA. PReWlee oO you asa 4 group, and, 1 
think you belittle yourselves too much, if you went 
out and found a market you would be doing just what 
imperiar Oi) 1s doing? 

MR. GALLAGHER: That is right. 


THE CHAIRMAN: Thet is the sunshade we 
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have been hearing about. 

MR, FRAWLEY: You can remember the Sun 
Oil Company. 

MR, GALLAGHER: Imperial is doing a wonder- 
ful job and we are all appreciative of the job that 
the majors have done. All we are saying is without 
the affiliations in the United States and elsewhere, 
we are not in a position to effect this interchange 
in the same way that the International Oil Company is. 

THE CHAIRMAN: Of course that is true, 

MR, FRAWLEY: Just so no one will think 
I have forgotten them for a moment, B-A is doing 
the same good work, 

THE CHAIRMAN: Why not throw in all six 
and be done with them? 

MR. FRAWLEY: You could have been trying 
SeLsuULe 

MR. GALLAGHER: We did, sir. 

THE CHAIRMAN: Thank you very much, 
gentlemen. 

Me. Pattilia? 

MARY PATTILLO: ‘Thank you, Mr. Chairman. 

We are now coming to the joint brief that was sub- 
mitted by Mobil Oil and Pan American Corporation. 
This brier is a most interesting and informative 
cocoument om Doth the Pembina field and the secondary 
recovery methods adopted by these companies in that 


Piclale Jaan mot proposing that it be read but I am 
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asking that it be marked as CC-15-3. 


---EXHIBIT NO. CC-15-3: Joint brief of Mobil 
Oil end Pan American. 
MR, PATTILLO: Now L have explained to 
both Mobil Oil and Pan American that we do not 
propose to have the brief read because I think it 
ie most Nelotul pur ie does not bear on the problem 
we have been considering these last few days. I 
have asked them both to come here today and I thought 
we would call them forward individually. Mobil 
Oil has submitted a written statement which I am 
asking to be marked as CC-15-4 and I would ask the 
Sriiesre Of Mopill O11 to eome Torward. 


---EXHIBIT NO. CC-15-4: Written statement 
submitted Dy Mobil Oil. 
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Submission of 
MOBIL’ OLG “OF CANADA, “LTD; 
APPEARANCES: 


mee. A, On Detmar” = President and General Manager 


MR. DETMAR: Mr. Chairman, I would like 
yery much to read this statement. 

THE CHATRMAN: Please do. 

MR. DETMAR: Mobil O11 of Canada, Ltd., 
a wholly owned subsidiary of Socony Mobil Oil 
Company, Inc., commenced operations in Canada in 
1942 in Prince Edward Island under the name of The 
Island Development Company. 

Mobil Oil is the successor company to The 
Island Development Company, and its early operations 
ioowesvern Canaga were Carried on under the name 
of Socony Vacuum Exploration Company and Socony 
Wecuumn, O1l Co.:o0f Canada, Lid. Since August lL, 
1955, it has carried on under its present name of 
Mobil Oll of Canada, Lod. 

The head office of the company is located 
im, whe City of Calgary, Alberta. The Directors of 


the company as presently constituted are: 


A. 0. Detmar - President and General Manager 
i, &. Stevens - Vice President 
B, oe Taylor - Vice President 


Joseph Spivak 


W. K. Brewster 
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All the Directors are full-time employees 
of the company and reside in Calgary. 

From three employees in 1942, Mobil Oil 
has grown to 888 employees located in fourteen 
communities throughout Western Canada. Ninety- 
elght per cent of our employees are Canadians. 

Since 1942 the company has drilled 366 
wildcat wells and 1,037 development wells. Thirty- 
nine of these wildcats discovered oil, the first 
in 1950 found a small Devonian reef field at 
Duhamel in Central Alberta. Significant discover- 
ies have since been made both in Saskatchewan and 
Alberta. In 1953, the company discovered Pembina, 
Canada's largest oil field. 

Incidental to our oil exploration we 
have discovered 31 gas areas. Twenty-eight of these 
areas are still undeveloped and shut-in awaiting 
gas markets. 

At present, as Operator of a number of 
joint interest properties in addition to our wholly 
owned properties, we produce approximately 48,000 
Darrels of OL per day from a. total of 997 wells. 
Leto >i Mop Olle snare of thls production aver= 
aged approximately 26,200 barrels per day from 530 
net wells. Mobil Oil's net potential productive 
capacity is estimated to be 45,000 barrels per day. 

During the sixteen years of our operation 


our investment in mineral rights, exploration and 
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development drilling has resulted in average success 


the total re- 
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in establishing production. 


venue Gerived from this production to-date repres- 
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THE CHAIRMAN: Mrs aPattillo? 

MR. PATTILLO: Mr. Detmar, your company 
is solely in the: producing business. and is. not in 
any other branch of the business; is that right? 

MR. DETMAR: (Nass acOrrect. 

MR -PATTILLLO: The parent company has a 
refinery at the Puget Sound area operated under the 
name of General Petroleums? 

MR, DETMAR;: General Petroleum.Corpora-— 
tion. I would rather say that than have it con- 
fused with the Calgary company. 

MA. CPATEELLO: fnd that refinery has a 
SapacL vy mito), CUOMUsrre ls? 

MR. DETMAR: Yeas si, 

MR. PATTILLO: In addition to that re- 
finery, where else does your parent company have 
refineries which are located reasonably close to 
the Trans Mountain pipe line or the Interprovin- 

cial pipe line? 

MR. DETMAR: We have a refinery at 
Mest pt. LOUdS, sau thast .Chicacoy, which has.4a 
capacity of 38,000 barrels per day. Socony 
Mobil also has ayterinery at: Trenton, Michigan, 
which has @ capacity of 29,500 barrels per day. 

MR. FRAWLEY: Did you pass over the 
one at Hast St. Louis? 

MR. DETMAR: I didn't think it was 


enough to be significant. 
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Mie PATEL LO East Chicago and Trenton 
-- where is Trenton in relation to Detroit? 

MR, DETMAR: Just on the southern 
outskirts; more or jless, of the City of Detroit. 

MAS PATTIULO: In addition to those 
three refineries which you have mentioned, are 
there any more? is there one any very near 
pan Francisco Bay? 


MR. DETMAR: Nowerihne only mnemin 


California is near San Pedro, south of Los Angeles. 


maere issonesat Torrance, California, with a 
Capacity O15125,000 berrels) per: day. 

MA. PAPE LLLO: Now, for a while I think 
the refinery at Puget Sound was taking quite a 
Bat OreCanadianwolls te that correct? 

MR, DETMAR;: Yes Were lial isieorrecs. 

MR. PATTILLO: What amount is it taking 
today? 

MR, DETMAR: Teday (Gis teking 12,5900 
barpreisron Abhberta crude, 

MR. PATTILLO: And how does that com- 
pare with what it has taken in the past? 

MR. DETMAR: Would you’mind 212i TP give 
you a little background on the position at the 
refinery? 

MR. PATTILLO: Please. 

MR. DETMAR: The General Petroleum 


Corporation, one of the subsidiaries of Socony 
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Mobil pioneered the refinery development in the 
Puget Sound area by opening Ferndale refinery 

im the fald of 1954. The plant was designed to 
handle light, high-gravity, low-sulphur content 
crude, such as was then being produced in several 
fields in Alberta. On-June lTith, 1953, approxi - 
mately seventeen months before the refinery went 
on stream, @ crude oil purchase contract.for a 
minimum of 15,000 and a maximum of 20,000 barrels 
per day of Alberta crude was negotiated with 


MceColl-Frontenac. 


Later, in 1955, when the refinery was 


in operation, a second agreement for 11,500 


barrels per day of light Alberta crude was negotia- 


ted; "thle Wimmer wut Imperial Ol... 

The General Petroleum refinery at Fern- 
dale has taken an average of approximately 24,000 
barrels a day of Alberta crude since it went on 


stream in 1954. That is with the exception of 


the current months of --- 

Mn Gerad ee LDDs the current month .of 
May this year? 

MR. DETMAR: No, I believe their take 
in April of this year was something like 17,500, 
and im Mayeiteisrdown.to 21,500. 

ME OPATTIELO: Can you give us any 
advices as to whether this drop down in take is 


due to the refinery falling off in its capacity 


if ee | ; ne ie 
ot al ae a +e 
Pie 


tno Has wat got oo peed, Re nbies® | 


dc 659 otro ageet)A Sag ti Ye yeh seq ered 9 


<miy’ Ja? Cran a shal ond ad saxsa® vy th 


i heed > ey , ; ; iy 
200,05 Ulevestnoras ity Satueve GA Ones ach fap >” 


. ele v pene eveli sd i le A Bes te 7 


i j , a , 


eo ok ce nes 


" ac 
oth ar i ategiibean te 
Recitsnn gD ‘SURbS te, Rakaaqs ‘ 
2 engin wee tae ae AO ah 6 “oe FP 
rested With ae. . sr rvartn tat arom orbeusit. i 
Cungvie “El Fonotoder, Witot vat sat os Hous 


dis Extuitiencs pat NEO T I BESO HwashG 7ae ylovate a 

raitt tomiddes s SULlang | LJ, 6h 2 \mtedie ao) ey 
pled OGL 08 Xe sive Wile » Gar O09. CE 36 umes ie 
ity Pete hiogens ist @hirts marek tor veh sq ; 
oartositori Limon” 

% , rear tiom' 3 at pny Oleh ak nating bs 7 


OO, L cot Diremerne inieaed- a Keolvaxade mF i 


yay Upataqal dd Iwoamk? tele. 66d 


KO tvaw $2 sorte sindtip HIGHGA Th vab & eberskd 
1 AGidesonS oat alite S| pene’. Rl ch maente 
eehe entilea Trwetee add 
8 ; : , J Se 
io soncint “Sirowag etl Lar eRNe ni 
tay, aids welt 


OO. TL ook Ack be eee i any iad adi rr oo +f 
Cy OR hr oh Sli at 94 ine - 
‘Yow okt Sr ly voy me oe ; | 


¥ 
tea! : 


ra 


: J 


ah 


-_ = Faee 
in 
a, 


i agns wt hy ahaa titel Meo 
; aie aia “3 a 


; | ao as, 
ivi ive « a8 ue 


: a ie > ap 


rT 


5943 


or whether there is a substitution of crude? 

MR, DETMAR: PGs a combination of 
Tecvors, eS. Farctllic, The basic problem is 
tne Talling” off of demand for erude oil, and that 
has been caused by the general business recession, 
the cutbacks in take that the military see fit 
to take these days on the West Coast, and the 
effect of the competition of Canadian natural gas 
going into the Northwest, and General Petroleum's 
erfrort to distribute the burden of this diminishing 
market. 

MR, PATTILLO: What are the other sources 
of crude the company is using in its Ferndale opera- 
tion? 

MR, DETMAR: It is using some Califor- 
neanecrude, and, tcdnea ris’ Drior to 10s recent 
cutback of Alberta crude, it shut-in 6100 barrels 
of General Petroleum Corporation's California 
production and reduced its long-term purchase 
Convracts by 20 per cent across the board before 
reducing its take of Alberta crude. In addition 
to the 11,500 barrels of Alberta crude, it has 
6,000 barrels of Officino crude from Venezuela 
and 4,000 barrels of California crude. 

MRT PATTIGLG: Have you been able to 
find out what the officials of your parent company 
think of the future prospects of stepping up 


their requirements of Canadian crude? 
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MR. DETMAR: Ves... ties Pavuliso. They 
are hopeful that they can step up the amount of’ 
Alberta crude that can be taken at Ferndale. 

MR. PATTILLO: Tt isn't a question of 
price that is affecting it? 

MR, DETMAR: Now Git, LoeLs fC 2, Guce— 
[Lon OG. price. 

MR, PATTIELO: What about the other 
refineries? Do you know whether your parent com- 
pany has given any consideration at Git. vO OTe 
taking of Canadian crude into either one of 
these refineries? 

MR. DETMAR: T think i tine with our 
discussion on the Midwest situation it might be of 
benefit for me to go through the story of our part 
in the Great Northern O11 Company's refinery at 
Pine Bend, Minnesota. 

In 1951, Mobil Oil negotiated a farmout 
agreement in Saskatchewan from the predecessor 
companies to Woodley Canadian Oil Company and 
Sinclair Canada Oil Company. While performing 
the exploration and drilling obligations of this 
farmout agreement, Mobil O11 discovered the 
Fosterton oil field in 1952. To Mase view urs 
of several medium gravity oil fields discovered 

on the farmout properties. Considering the 
nature of the crude, and the fact that the re- 


serves discovered were far in excess of local 
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requirements, the development of a suitable out- 
let for this crude posed a very difficult problem. 
The Commission will recall the testimony 
of Mr. Marlin Sandlin, President of Woodley 
Canadian Oil Company, presented at the Regina 
hearings. He described the development of an 
OUtLeY DOP Ith seo, It consisted of three prin- 
cipal projects. The first was a 156-mile, 16- 
inchepipe sine from the Fosterton o11 field to 


the Interprovincial Pipe Line terminal at Regina. 


The second was a pipe line from the Interprovincial 


Pipe Line at Clearbrook, Minnesota, to Pine Bend, 
WMirmesova, near St. Paul, and, lastly, a re- 
finery at Pine Bend designed to handle the 
Fosterton type crude. 

Mobil Oil of Canada, Limited, provided 
Hiiey per cent Of tne equity capital in the South 
Saskatchewan Pipe Line; signed a minimum through- 
put guarantee; and supplied the technical staff 
to design and supervise its construction. 

The "Mobil" companies have no financial 
or operating interest in the Minnesota Pipeline 


Company, and I think that was clearly brought out 


ao nes na by Mir. sendin, We did, however, make 


an important commitment which assisted materially 
in the financing and construction of the Great 
Northern refinery at Pine Bend. socony Mobil 


made a firm guarantee to purchase a substantial 
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quantity in barrels per day of products refined by 
Great Northern from Canadian crude oil. 

During the first four months of 1958 
Socony Mobil purchased an average of 18,000 barrels 


per day of refined products from this refinery. 


MR. PATTILLO: Mr. Detmar, what is 


your company's view as to pro rationing in Alberta, 
having regard to the geographical situation of the 


province and the markets that are presently avail- 


arene ansentrnani anne oear ones aoth wean eunnonneee 


able to it? Do you think that pro rationing is 
a desirable thing? 

MR. DETMAR: Personally, I think that 
there are two sides to it, like there is to every 
question. We have tried to analyse it. Cer- 
tainly it would be able to refute the claim that 
it does make strong effort in finding additional 
large markets somewhat less than it probably 
should be because of the sharing required, but I 
think that the benefits have not always been 
prought out too strongly, the benefits to the 
smaller companies; and I shouldn't say smaller 
companies, I should rather say non-refining 
companies. Theough pro rationing the non-re- 
finers are assured of a portion of the market. 
Peyink that 1t edds stability ta not only crude 
oil prices and petroleum product prices but to 
the economy of our province as well in general. 


MR. PALE ILL: Thank you, Mr. Detmar. 
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BOAT, 


I don't think I have any other ques- 
tions, Mr. Chairman. 

THE CHAIRMAN: Mr, Frawley? 

MR. FRAWLEY: Mea Detnan. nth Sa pro- 
vince the pools are, by and large, multiple-owned; 
isn't that so? 

MR. DETMAR: Mea, (Sie, 

MR, FRAWLEY: Well, now, with that sort 
OF sdiVersi ited *owniersnip, isn't pro rationings. to 
market demand almost a necessity? 

MR. DETMAR: It certainly does protect -- 
offset drainage. 

MR. FRAWLEY: it you. nad 42 pool which 
Was Owned hal? by. say, Mobil and half by one of 
tae companies we have seen,.the so-called indepen- 
dents, and we had no pro rationing, it was removed 
envareiy, Moor weuld find a. place for its half of 
the pool, but would that not do what you have just 
intimated it might do, immediately create the 
probiem Of drainage of the other fellows' o11? 

MR. DETMAR: Ivacould-very well. 

MR. FRAWLEY: BMC, BOL eCOUr Se, .COULd 1t 
not also, following on from that, set up some 
aqufriculties? if you had one-half of the pool 
not being sold at all -- that would have to be my 
assumption -- and the other half of the pool 
being fully produced and sold, would you not get 


yourself in the same reservoir difficulty there? 
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MR, DETMAR: That would have to be de- 
termined by an appropriate Board. 

MR, FRAWLEY: Yes, the Conservation 
Board, but could you see the Conservation Board 
limiting LtselfF to fizine allowables with nothing 
to do with pro rationing and not setting up at 
least the serious possibility of creating Loss 
of reservoir energy? 

MR. DETMAR: It is very probable that 


some type of pipe line pro rationing would have 


to be instituted. 

MR. FRAWLEY: Now, Me. Detmar, you 
feel that the situation in the Puget Sound repre- 
sents at least the practices which your company 
has followed in substantially reducing its nomina- 
Pilots . That has resulted from good sound busi- 
ness practices on the part of your company? 

MR. DETMAR: We believe it has. 

MR, PATTILLO: Having in mind the 
other interests that it has in other parts of 
the United States and other parts of the world, 
indeed? 

MR, DETMAR: I am looking after the 


interests of Mobil Oi1 of Canada. 
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MR. FRAWLEY: Yes, Uhat te true, out 
you have ventured to justify, I might say rather 
reasonably well, the situation of General Petroleum 
of Ferndale and just thinking of that: 1 put 1 to 
you that what was done at Ferndale igs just what 
you would expect from a company having in mind 
these diversified interests. You would agree 
with that? 

MR, DETMAR: To a certain degree. 

MR. FRAWLEY: And do you not think the 
Alberta producer is faced with that kind of aéeelsion, 
perfectly proper decisions from the standpoint of 
that Ferndale company? Do you not think the 
Alberta producer has to just accep that? 

MR, DETMAR: I don't know in what light 
you use the words "has to accept it". 

MR, FRAWLEY: He has to live with that? 

MR. DETMAR: He Nas to live with it. 

MR. FRAWLEY: That is right. Without 
being facetious either live or die with it. Now 
there is only one other thing I want to mention, 
Socony has a subsidiary in Venezuela producing 011? 

MR, DETMAR: That is correct. 

MR, FRAWLEY: And they are now selling 
some of that oil into the Montreal market? 

MR, DETMAR: That is correct, 

MR, FRAWLEY: At least to the extent of 


the exchange that is made between Imperial and General, 
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Imperial buys a certain quantity of Venezuelan 
crude, or the Socony affiliate and the Socony 
affiliate buys a certain amount of Alberta crude 
from Imperial ? 

MR, DETMAR: ‘That is Pian. 

MR, FRAWLEY: I suppose it would not 
be unfair to say that by virtue of that Socony 
at least is interested in maintaining the status quo 
in the Montreal market? 

MR. DETMAR: No sir,- I would not say that. 
DAgcee MOL Correct, 

MR, FRAWLEY: You do not think that. Is 
that the only oil that they are Selling into Montreal? 

MR. DETMAR: That is correct. 


MR, FRAWLEY: So you would say that that 


ee 


nfinitesimal quantity of oil would not justify a 
policy on the part of Socony? 

Ma. DETMAR: That would not be the 
MeeLalne factor, 

MR, FRAWLEY: Thank you very much, 

THE CHAIRMAN: Mr. Detmar, what is your 
view with respect to the Pine Bend outlet from 
Saskatchewan to that heavy, medium heavy crude, 
medium crude? By prior questioning in the testimony 
given to us at Kegina by Mr. Sandlin, he was very 
concerned about the continuation of that importation 


in view of the import DSeUurLoviongs, and he fale 46 


would be decided by August, I think was. his view. 
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i got the impression, I think we all did, that he 
rely Jc Was rather touch ahd go. Mr, White, the 
other day here when I asked him, said that it 
would no doubt continue. It would just have to, 


It was a special case, and so on. What is your 


MR. DETMAR: We certainly hope that the 
present quota wittl not be reduced. Our people are 
making every effort to impress on the United States 
Government that import quotas should be removed or 
kept to a minimum as much as possible. I have a 
very clear-cut statement of our company's policy 
nere as an excerpt from a speech, if I might read 
hg ewes 

THE CHAIRMAN: Certainly. Your company 
would be very definitely in favour of that importa- 
tion? 

MR, DETMAR: Yes, they would. I would like 
UG read 2 porliom of A speech, a taik’ that was 
given by the president of Socony Mobil Oil Company 
Incorporated, Mr. Albert L. Nickerson before the 
Independent Oil Men's Association of New England , 
Boston, Massachusetts on April 15, of this year. 

Im rererring to the import quotas he says: 
"The plan is basically fair and reasonable, 
However, I do believe that the level of imports 
has now been cut as deeply as this country can afford. 


The importation of petroleum, as I suggested earlier, 
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is only one of the several factors wiich have been 
aifectings domestic production of oll, and not the 
Major tector. CWitiing them still further would be 
of no great help to domestic producers, unless 
imports were virtually eliminated. Further cuts 
would be harmful to the interests of Americans as 
a whole, 

Any further nibbling away at the import quotas 
would have the immediate effect of further damaging 
the relationships of this country with some of its 
important friends and allies, who count on entering 
a share of their oi] production in competition in 
the American market. Already we have seen how 
the restrictions have eroded the traditional good-. 
will toward the United States in two Western 
Hemisphere countries, Venezuela and Canada, from 
which come about 57 percent of our crude oil im- 
ports, While.it is possible that supplies of oil 
from South America could be-substantially affected 
by enemy action inthe event of open warfare, at 
least in its early stages, it seems a curious argu- 
ment that oil from a well in Saskatchewan is a less 
Secure Source imam emergency than:oi1l from another 
well directly across the border in Montana. Our 
Canadian neighbors, with whom we are inextricably 
linked in such important defense efforts as NATO 
and the DEW line, are already more conscious of 


our import restrictions than most Americans. In 
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Opler to, buy Trom uae, they have to #611 to us. And, 
incidentally, since we in the United States export 
more than we import, we stand to lose more than 

we gain whenever we limit imports. [In any case, 
Canadians would certainly take any further cut in 
the oil-import quotas as an unfriendly act," 

THE CHAIRMAN: Thank you very much, 

Mr. Detmar. 

MR, COMMISSIONER HARDY: I have just 
one question, Mr. Detmar. I am not clear from 
your brief here, I have not had time to go through 
it in detail, whether you also take part in pidding 
on crown lease sales, or do you confine your opera- 
tions to wild-catting? 

MR, DETMAR: No sir, we buy the odd proven 
tract. 

MR, COMMISSIONER HARDY: Dollarwise perhaps 
it is a small percentage of your total operation? 

MR, DETMAR: %eo, U0 28° not a major 
part of our investment. 

MR. COMMISSIONER HARDY: You would look 
at that as just more or less what risk the company 
would want to attach to the money you spend: 

MR. DETMAR: That 41s correct, 

MR. FRAWLEY: Mr. Chairman, might I ask 
Mr, Detmar one question arising out of what Mr, 
Nardy has asked? 


THE CHAIRMAN: Certainly. 
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MR. FRAWLEY: In your statement I was 
quite interested in this remark: 

"since 19/2 the company has drilled 366 wild- 

"cat wells, and 1,037 development wells. 

"29 of these wild-cats discovered oil.’ 

Are those your Canadian operations? 

MR, DETMAR: Yea, ip. This does not 
deal with anything but our Canadian operations, 

MR. FRAWLEY: Andout of the 366 wild-cats 
that you drilled you got oil in 39 of them’? 

UR DEIMARs: Taat Ie correct. 

MR, FRAWIEY: About 11 per cent, That 
just indicates that this industry needs a lot of 
incentive? 

MR, DETMAR: Yes, it does. 

MR. FRAWLEY: Having 65 per cent of your 
oil shutback is certainly, you would agree with me, 
about the antithesis of an incentive? 

Hey BIAS Ness Sar. 

MR, COMMISSIONER HOWLAND: Isn't that a 
rather good batting average? 

MR, DETMAR: There are quite a large 
number of success ratio measurements that are used. 
We think it isaverage. 

THE CHAIRMAN: Average or a little above 
average? 

MR, DETMAR: I think you have to go back 


to the guality of each one of those oll discoveries 
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before you judge. 

THE CHAIRMAN: The ramifications in this 
industry are tremendous. Well, thank you very 
much, Mr. Detmar, for your submission and for 
this very excellent treatise really on the 
production and conservation in the Pembina field. 
We are very happy to have that although we did not 
ask you to read 1t into the record today. And 
also thank you for answering questions and coming 
here. We appreciate that very much, 


MR, DETMAR: Thank you. 
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Submission of 


THE PAN AMERICAN PETROLEUM CORPORATION 


APPEARANCES: 
Mr. George Galloway - Canadian Division Manager 
Mr. Kirkpatrick - Crude O11 Control Manager 


Oretne’ Standard OL oF 


Indiana in Chicago 


MR, PATTILLO: Mr. Chairman, I would like now 


to have the Pan American Petroleum Corporation 
officials come forward. 

THE CHAIRMAN: They have hadthe benefit of a 
ringside seat all day. 

MR, FRAWLEY: All week, 

MR. GALLOWAY: I would like to introduce 
ourselves. My name is George Galloway. I am the 
Canadian Division Manager for Pan American. Mr. 
Pattillo told me that we might anticipate some 
questions that would get outside the scope of 
the purely producing operation. We have a rep- 
resentative of the Standard Oil in Indiana over 
ihere on my left, Mr, Kirkpatrick. Mr. Kirkpatrick 
is Crude Oi1 Control Manager of the Standard Oil 
jof Indiana in Chicago and anything I can't answer 
I will try and get him to help with. We have no 
repared submission, Mr. Pattillo,we understood 
Ithat you wanted to ask some questions? 

MEAT TILLO: Tints GUL cemoorrec., Me, 


: alloway. Could you tell me how many acres you 
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have under reservation or licence in the Province 
of Alberta? 

MR. GALLOWAY: In Alberta about 8 million, 
Mee Pattiiio- 

MR. PATTILLO: And Saskatchewan? 

MR. GALLOWAY: About 2 million. 

MR. PATTILLO: Are you in Manitoba and 
British Columbia also? 

MR, PATTILLO: We are rather large in 
British Columbia, about 3 million and scarcely at 
all in Manitoba. 

MR. PATTILLO: What is your acreage under 
lease in Canada? 

MR. GALLOWAY: Me. Fraccidio, che total 
i gave you includes acres in all categories. 

MR, PATTI ULO: Right. Now, how many 
oil wells have you? 

MR. GALLOWAY: We operate about 450 oil 
wells. 

MR, PATTILLO: And what is your aggregate 
MPR? 

MR. GALLOWAY: About 13,000 barrels! per day, 

MR, PATTILLO: And at the present ‘time 
what quantity are you producing and selling? 

MR, GALLOWAY: Roughly 8,000. 

MR. PATTILLO: Now, your company is a 
subsidiary of the Standard of Indiana? 


MR. GALLOWAY: Thea wa rLent. 
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MES PATTILUO: And Le-caerries. on, as 1 
understand it, the producing end of the business, 
whereas Standard of Indiana carries on the 
refining and marketing, is that correct? 

MR. GALLOWAY: That as correct. 

MR, -PATTiILLO: How lone have you been 
operating in Canada? 

MR. GALLOWAY: Since 1948, 

MR, PATTILLO: Since 1943 up to the 
present time have you sold any crude from Canada 
to ene Standard of indiana or any of your affiliate 
companies? 


MR. GALLOWAY: Not directly. 


MR, PATTILLO: Have you sold any by way 


of exchange? 


MR. GADLOWAY:.. T think that is entirely 


ipeely.. He. Pavtillo, simee we do ‘a great deal 


of trade with other companies in the United States 


are the largest crude oil purchaser. 
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Wi, aPAT IIL: Now, would you, Mr. 
Kirkpatrick, tell us where the refineries of 
poandard of Indiana are? 

MR. KIRKPATRICK: Yes, in Whiting, 
Indiana, which is at the base of Lake Michigan 
near Chicago. We have a refinery near Kansas 
City, Missouri; we have a refinery at Wood River, 
Pilimois. scross the river Irom Sv. Louis. We 
have a smaller refinery at Mandan, North Dakota; 
one at Neodesha, Kansas, and one at Whiting. Those 
are the six refineries of the parent company 
Standard of Indiana. 

MR PATEILLO: Now, the one in North 
Dakota has passed full capacity of what? 

MR. KIRKPATRICK: Approximately 35,000 
barrels a day. 

MR, PADELEDO: Approximately how far is 
bnat situate from the Interprovincial pipe line? 

MR. KIRKPATRICK: IT would have to guess 
at that and I would say between 150 and 200 miles. 

bRS. “PATTLULO: And what 18 the source 
Of crude that 2% 26 presently using in that refinery? 

MR. KIRKPATRICK: Mate 18 all North 
Dakota crude. 

MR, PADTILLO: Mould Lnat erude be 
wholly-owned Standard crude? 

MR. KIRKPATRICK: No. Sir, we own @ very 
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MR, PATTILLO: Have you done any 
calculations to see whether or not Canadian crude 
coming through the Interprovincial and urtine Ort 
to your refinery there could be put into competi - 
tion or what the differential would have to be td 
make it competitive, what the drop would have to 
be on the present prices? 

MR, KIRKPATRICK: We have not given 
thought, any serious thought to that because of 
the crude right in North Dakota and being shut-in 
ali the time, as they Grill more welis. Of 
course, we are not increasing the capacity of 
the refinery so the allowable is going down and 
down. 

MR. PATTILLO: What is the situation 
in North Dakota as compared to the situation in 
Alberta? Can you tell us, do they operate pro 
ratLoning theres 

MR. KIRKPATRICK: Ves, sour. 

MR, PATTILLO: And do you know what 
their economical allowable is, the average as 
compared to their MPh? 

MR, KIRKPATRICK: Noy sir, DL de not 
have that figure with me. 

MA PATEL: Well, now, what about 
the refinery in Whiting, near Chicago? What is 
its capacity? 


MR. KIRKPATRICK: It has a capacity of 
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215,000 barrels a day. 

MR. PATTIGCLO: And what source of 
erude is it using? 

MR. KIRKPATRICK: Lt uses crude Trom 
eight different states, the bulk of which -- I 
should not say the bulk, but there is 44 per cent 
from the State of Texas, 25 per cent from Wyoming, 
16 ver cent from Kansas, 10 per cent from Oklahoma, 
5 per cent each from Montana and Nebraska, 4 per 
cent from Colorado and one per cent from New 
Mexico. 

MAS PAVULERO: {ts any of that. crude 
Standard-owned crude? 

MR. KIRKPATRICK: Yeo. ok. 

MR. PATTILLO: About what proportion? 

MR. KIRKPATRICK: IT would say just in 
the neighbourhood of 50 per cent. 

MA PATTIE: Now, have you ever 


figured out the competitive situation of Canadian 


erude at Whiting compared to the crude you are pre- 


sently using there? 

MR. KIRKPATRICK: Yes, sir, we have. 

MR. PATTILLO: Can you give us some 
information regarding that‘ 

MR. KIRKPATRICK: Our composite crude 
scheme, the laid-down cost of that to Whiting 
last year was $3.35 per barrel. We are presently 


putting into forecasting the figure of $3.28 per 
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barrel for the year 1959. It is on a slight 
downward trend. We have calculated that the 
Canadian crude, taking Pembina as an example, 
with present facilities of Interprovincial to 

the Head of the Lakes and by tanker to Chicago 
would cost us $3.89 per barrel. We have calculated 
further, a hypothetical case of building a take- 
off line from Interprovincial to Chicago which 
certainly is not a likely case but we have looked 
at it and figured that crude might lay down for 
about $3.44 per barrel, so there is still quite 

2a discrepancy. 

MR. “PATI LOLO: Dia You by any charce 
hear or read in the Canadian papers about an 
application that has just been made to the Board 
of Transport for a pipe line running from Edmonton 
to Chicago? 

MR, KIRKPATRICK: VSG tte Ou. 

MR. PATTILLO: Had you heard anything 
about that prior to reading about it in the paper? 

Mn. ALARPATRICK: No, sir, that was the 
first word. 

MA PATIILLO: Your company has not 
signed up a throughput agreement in that line? 

MR. KIRKPATRICK: No, 

MR Pa TELL: You have not heard any- 
thing in Chicago,amongst any of the refineries 


there,about such a line? 
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WR KERKPATRICK: No, sir. I had a 
call two days ago from the Chicago Tribune; 
they had a call about it and wanted to know what 
we knew about it and that was the first I had 
heard. 

THE CHAIRMAN: We are all in the same 
boat. 

MR. PATTILLO: When you made these cal- 
culations that you have just given us, how much 
did you figure it would cost you oil per barrel 
from Superior to Chicago by tanker? 

MR. KIRKPATRICK: We used a figure of 
25 cents per barrel for the tanker haul, 6 cents 
for terminal and loading; I believe that is the 
standard charge at the Lakehead pipe line. We 
had a one-cent unloading charge at the other end 
and because of the closed navigation five months 
of the year on the lakes we had to figure on.a 
storage charge representing the capital charge on 
the extra tanker requirement, a storage charge of 


Sew oence 2, barrel. 


MR. PATTILLO: And when you were figuring 


on that pipe line tieing into the Interprovincial 
line, how much did you figure it was going to eeehe 
t0 cut in on that from the Interprovincial line 
to UA cCaco7 

MR. KIRKPATRICK: We broke that down -- 


of course, we have the present gathering charges 
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and pipe line allowances established by tariffs. 
We figured 37 cents as a trunk line charge in 
Canada and 18 cents for the United States portion. 
That was a charge designed to return a 7 per 

‘cent figure on the investment. 

Mice Ae 2 das Now, 12 2c could be 
arranged that Canadian crude could be put into 
Chicago at an equivalent price laid down to the 
price you estimate is going to be your composite 
price for next year, would your company be pre- 
pared to take any portion of Canadian crude? 

MR. KIRKPATRICK: Well, I would say 
that we would certainly take a serious look at 
such a thing. I am not prepared to make any 
commitment. 

MR. PATTILLO: No, but you are not 
turning it down flatly and saying that you will 
HOG HOLT 

MR, KIRKPATRICK: No, we would give it 
consideration. 

MA. EPATLELLO: Now, are you in a posi- 
tion at all to assist this situation in Alberta 
by way of exchange with any of the companies? 

MR, KIRKPATRICK: Well, we feel we are 
doing that already in the manner in which our 
present Canadian production is being marketed. As 
far as going further I am not sure what you might 


have in mind in the way of exchanges but I would say 
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we would certainly be open minded on the subject 
and willing to consider anything that was 
reasonable. 

1 a 5 hd Bl Would you explain how 
your present Canadian production is being marketed 
that you think you are in fact doing something by 
way of exchange? 

MR. KIRKPATRICK: Well, my only thought 
was that the way we are selling the crude directly 
to Imperial Oil Company, I believe that is correct, 
and we buy in the United States from other affiliated 
companies of the Jersey group in other States so 
we scratch their back and they scratch ours. 

MA. PATIL: If we could only get a 
few more people scratching the same way perhaps 
we could dor better. 

Those are all the questions I have, Mr. 
Chairman. 

THE CHAIRMAN: Mr. Frawley? 

MR. FRAWLEY: Mr. Kirkpatrick, you now 
fiove Min sim Alberta of 13,000" barrels a ‘day: I 
think that is what was said? 

MR. KIRKPATRICK: I will take your word 
POR CT Te: 

MR. FRAWLEY: And I am sure Mr. Galloway 
will get some more oil for you up here? 

MR. KIRKPATRICK: We hope he will. 
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you can get some of this oil into your American 
refineries you would like to have that, would you 
not? 

MR. KIRKPATRICK: If it is economically 
féasLbie. 

MR. FRAWLEY: Exaculy, Now, looking 
at the last of your representations, we can eae 
some of them out right away. Kansas City is not 
very practical? 

MR. KIRKPATRICK: Negosir. 

MR. FRAWLEY: And Wood River? 

MR, KIRKPATRICK: No. 

MR. FRAWLEY: And the other one in 
Kansas? 

MR. KIRKPATRICK: Neodesha, it is in the 
eenural part, Lt 1S 70uL. 

MR, FRAWLEY: And Caspar, Wyoming; it is 
not practical? 

MR. KIRKPATRICK: NO. Sir. 

MR. FRAWLEY: I would think there is the 
one at Whiting and the one in North Dakota, would 
you agree that of all of those you listed those 
might be the two worth thinking a little bit about? 

MR. KIRKPATRICK: Well, I cannot see 
that Mandan, even though it geographically is a 
little closer than Kansas or Missouri could come 
into it. 


MR. FRAWLEY: I would like to demonstrate 
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to you how impossible it is going to be. Do you 
know anything about the economy of North Dakota? 

MR. KIRKPATRICK: In what respect? 

MR. FRAWLEY: Well, it produces a lot 
OL JIienice coal? 

MR. KIRKPATRICK: Yes. 

MR. FRAWLEY: So they do in Saskatchewan. 
Do you know what the North Dakota lignite people 
feel about the lignite in Saskatchewan? 

MR. KIRKPATRICK: L could guess. 

MR. FRAWLEY: I put it to you that with 
the picture of surpluses of production in North 
Dakota, if you ever tried to get Saskatchewan 
crude into that refinery in North Dakota you would 
have to have shotguns to do it? 

MR. KIRKPATRICK: That is a very good 
assumption. 

MR. FRAWLEY: 50, With the best will 
in the world I am afraid Mr, Galloway's parent 
company is not going to do anything about making 
e deal for Alberta crude? 

MR. KIRKPATRICK: I do not believe we are 
so situated, anyway. 

MR. COMMISSIONER HARDY: Mr. Kirkpatrick, 
L was quite interested in your figures on costs of 
delivering the crude to Chicago and as I worked 
out the arithmetic it looks to me that with the pro- 


posed pipe line then you are only 16 cents out 
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Of the bal parks 7s that rient? 

MR. KIRKPATRICK: On those figures, 
Goictes COrrect, Yes, oll’. 

MR. COMMISSIONER HARDY: Where is this 
take-off from Interprovincial? 

MR. KIRKPATRICK: I think they move it 
at Clarebrook, Minnesota. 

MR. COMMISSIONER HARDY: Well, from the 
evidence we have had given us here this week, what 
advantage is to be derived from transportation 
by large pipe lines? It would look to me that 
with a little bigger pipe line you could make 
Alberta crude competitive in Chicago as well as 
in the East. You have 37 cents for transporta- 
Clon Over INverprovinclLal Wikch Ls roughly nalr 
the cost cto Toronte. It is now 72 cents to 
Toronto. Just by straight proportion on some of 
the figures that have been given us to Toronto with 
the big pipe line at 52 cents, by proportioning it 
iy comes out pretty close. 

MR. KIRKPATRICK: Well, sometimes you 
have to be a little careful on the pipe line 
figures in proportioning them. They are rather 
tricky. 

MR, COMMISSIONER HARDY: You get mixed 
up with the rate formula? 


MR. KIRKPATRICK: Yeu, SoLt. 
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MR, COMMISSIONER HARDY: Well, suppose 
that we can show, somebody can show that on the 
basis of pure economics that we are talking about 
you could lay down The oil im Chicago then av a 
competitive price, to what extent do you think that 
company considerations would limit the delivery of 
oils to, Chicago? 

Mat GIRKPATRICK:. Well.sad think here, are 
other factors besides just the economics. You have 
to look at the amport controls. which they have in 
effect now. I don't think there is any reason to 
feel that there would be any sudden changes in those; 
and on top of that, even though your bare economics 
may look all right, you are headed for an area which 
is swimming in oil itself, 23 million barrels a day 
of reserve producing capacity,and from the figures 
we have looked at, we can't see any improvement in 
Eira Sl oMarvon, Ons, me the nexta tive, or tem years, 
possibly, and you would assume, then, that the United 
States producers were going to sit still and let a 
traditional market be taken from them, their pipe- 
iiie ote COUree, nto the Chicaro. areas and, their 
fields they have been servicing for thirty or forty 
vedare —= | Just comm enink it is-reaListic to look 
as far south as Chicago as a possible market for 
Canadian crude. 


MR. COMMISSIONER HARDY: You don't think 


that a 32 inch or 40 inch pipe would take the Montreal | 
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market as well as the Chicago market? 

MR. KIRKPATRICK? <£ wouldn't care to 
comment on that. 

THE CHAIRMAN: Thank you very much, 
Mr. Galloway and Mr. Kirkpatrick. We appreciate 
your coming and giving this testimony and answer- 
ing the questions to assist the Commission. 

MR, KIRKPATRICK: You are very welcome, 
Sat. 


THE CHAIRMAN: ‘Thank you very much. 


---A short recess. 


THE CHAIRMAN: The Commission will now 
resume its hearing. Mee PacveLllo? 

Me, PATTILLO: Thank you, Mr, Chairman. 
Mr. Chairman, I would like to ask Mr. Brown of 
Home Oil if he would come forward. I want to ques- 
tion him about some matters that have come up since 
they were on the stand and on which they expressed 
no oOpanaen. Inis Le nev going to be by way of 
rebuttal to the presentation of the other companies 
but merely to get his views on matters that have 
Bel sen. 

THE CHATRMAN: Yes. Mr. Brown? 

MR, PATTILLO: Now, Mr. Brown, we have had 
a good deal of discussion about prorationing in 
Alberta to market demand. What do you have to say 


as to prorationing to market demand as carried out 


oO 


OE eR i 


Bots. 


4n the Province of Alberta today? 

MR. BROWN: Our company, being interested 
only in production, very much favours prorationing 
as practised in Alberta today. All of the wells 
that we own are offset. If we did not have pro- 
rationing in its present form, we would be unable 
to market our oil and the offset wells would drain 
OL: from our property. 

MR. PATTILLO: Now, what has your company 
done to endeavour to find markets other than the 
markets that are presently being supplied. 

MR. BROWN: I think, sir, the whole back- 
ground of our submission deals with that problem. 
We had Mr. Levy prepare a study for us on the 
possible future markets for Alberta oil, and we 
followed that by having an engineering etudy done 
in connection with the building of a pipeline.  Thacv 
has been our main effort to find markets. 

MR. PATTILLO: Having got Mr. Levy's 
report, were you subsequently in touch with any ot 

the refineries in the Middle West or Puget Sound 
area to see whether you could them to increase their 


fare of Canadian crude? 


MR. BROWN: We had no direct contact with 


any Ob tne refineries. 
MR. PATTILLO: Now, would you care tO 
express any views as to what you consider is the 


responsibility of a pipeline company in seeking 


- 


markets? 

MR. BROWN: We feel, as I think Mr.Levy 
expressed during his visit to the Commission, that 
the pipeline company has a responsibility to seek 
markets as @ matter of good business for the pipe- 
line in expanding its business. 

MR, PATTILLO: Now, you heard all of 
the refiners in the Montreal area, all of whom 


have an interest in the Portland pipeline, saying 


that if Canadian crude was taken to Montreal it 
would destroy their investment in that line, and 


that in figuring the cost to them, that loss would 


have to be taken into consideration. Now, is there 


anything you wish to say regarding that, and had 
you taken that into consideration in proposing 
going to Montreal with Canadian crude? 

MR. BROWN: We did not take it into con- 


sideration in soeaking of our tariff of 51.8¢. We 


have had discussion among ourselves with respect to 


Lo, and we no further use could be found for the 
Dinelineof any sort, it is a matter that should 
undoubtedly be considered. My personal opinion, 


however, is that it is a business loss in that 


event and should not be taken into account, but the 


pressures would be considerable that it should be 


done, 


MR. PATTILLO: Now, you have heard a good 


deal of discussion during these hearings about the 
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necessity of having some form of control if Canadian 


erude is going to go to Montreal. What are your 


views about the application, for instance, of quotas? 


MR. BROWN: If I understand your question, 

Me. Pattillo, I think it is not a difficult matter 
for an equivalent of an oil and gas division of 

he Department of Trade and Commerce to administer 
quotas both in respect to the Montreal market and 
the Maritimes. I think these things cannot be 
firmly set over a long period of time but rather 
must have some flexibility to meet the conditions 
as they arise. 


MR. PATTILLO: Supposing quotas were im- 


posed, do you think that there would be any necessity 


for the Government or some arm of the Government 
Eo resulate the price of O11? 

MR. BROWN: No, sir, I don't think that 
quotas would have anything to do with the orice of 
oil. We would still maintain our price as at the 
present time based on Illinois crude delivered 
into Sarnia, which is entirely even at this side 
theoretical. In fact, the crude that goes into 
Sarnia, or Toronto -- the crude comes from Texas, 
but we would continue to maintain a competitive 
price based on Gulf Coast or Illinois. 

MR, PATTILLO: If no foreign crude were 


coming into the country and Canadian producers had 


a monopoly of the Canadian market, wouldn't you 
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have to have some regulation of price? 


Not on the assumption that 


BROWN 


MR. 


you make, Mr. Pattillo, that we maintain our 


price as based on U. 5S. Gulf Coast. 
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MAY PATYILLO: How do you chink that 
that could be policed if the only people that were 
supplying the market in Canada were the Canadian 
producers? 

MR. BROWN: The assumption is, ie Chink. 
Chao it you Cid pep sour of line then orude would 
start moving from the United States into Canada 
and it is automatically policed in that manner. 

MAG (Phew. Shep could only happen af 
you permitted the importation of crude from the 
United States into Canada. Would you be prepared 
to permit United States crude to come into Montreal, 
for example, if it were competitive? 

MR. BROWN: I would be prepared to do at 
provided we put an equivalent amount into American 
orders. in other words; if we could sell 250,000 
barrels a day in the Pacific northwest on an assured 
basis using the existing Trans Mountain facilities, 
I would be prepared to trade that for 250,000 
barrels of American crude into Montreal. 

MR. PATTILLO: Have you given any thought 
£6 Uhis GUEStLON Of Exchange to avoid the cost of 
building a pipeline to Montreal? 

MR. BROWN: We have given thought to it, 
sir, but we are not really in &@ position to express 
an opinion because we are not in the refining 
business and there is nothing tnat we could add to 


what has been said by the major oil companies. 
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MR, PATTILLO: Now let me ask you a few 
questions about this proposed pipeline. Who do 
you contemplate would be the persons to participate 
in the formation and financing of this pipeline? 
MR. BROWN: Firstly, sir, I think that 


J. 


the producers and the refiners in this country 
should be the principal shareholders. I think 
there shovld be some emohasis placed on the amount 
of stock which would be owned within Canada. In 
other words, there should also be public participa- 
Gion ay such @ pipeline. 

MR, PATTILLO: Now, what is your view on 
a pipeline? Some of the companies referred to it 

: e 


ae being wa faciiity of the refining company. Do 


you agree with that? 
fre wroducer Aandsrefiner, Sir. 

MR, PATTILLO: Have you given any thought, 
you have heard ali of these Montread cvefiners. say 


hatethey would noe voluntarily sign.4 throughput 


Gt 


agreement, have you given any thought as to how 
you could finance this pipeline dot) “NOL eita0 rAO 
throughput agreements? 

MR, BROWN: I think it would be impossible 
to finance a pipeline without throughput agreements. 
The only alternative would be some form of govern- 
ment guarantee. 


MR, sPATTILLO: Have you give any thought 


ee iie 


to the problem that would be facing you and other 
independent producers of agreeing to enter into 
long-term contracts to supply oil? 

MR. BROWN: I think the question, is 
pretty well theoretical, Mr. Pattillo, but to 
answer it directly: from our point of view we 
would be prepared to enter into long-term contracts. 

MR, PATTILLO: What would your views be 
about the Government of Canada instituting controls 
over tie ol] industry to the point of regulaving 
Lie) OLrLee ? 

MR, BROWN: We would be very much opposed 
to government regulating prices. The oil industry 
as presently constituted is on a broad global basis, 
Bnd Leon it vom tamper, or af the. govern- 
ment. tampers artificially with prices we would end 
up in serious troubie. 

MR, PATTILLO: Do you think there would 
be any danger of us ending up in serious trouble 
if the government tampered with the natural law 
of economics as to the supply of markets, and said 
that Canadian crude should be used in the Canadian 
markets exclusively? 

MR. BROWN: Provided Canadian crude can 
enter the market on a competitive basis, sir, I 
think that I would be hopeful that the government 
would decide that we could serve the Canadian mar- 


kets but at no burden to the consumer in the market 
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Coneerned. 
MR, PATTILLO: My difficulty Mr. Brown 
is this: Me, Levy told us that 10 would be very 


4. 


easy for the foreign producer, if he wanted to 

do so, to undersell Canadian crude in Toronto and 
certainly no problem at all at Montreal. Now, 

if that is so, how can Canadian erude be competitive 
with & Situation Such as that unless there are some 
artificial measures put in to remove the danger of 
foreign crude coming in? 

MR. BROWN: I think Mr. Pattillo the 
foreign crude has been in a position that 27, could 
do exactly what you say for the past several years 
and it has not yet happened. I would doubt very 
much if the Montreal market is important enough 
on a global basis, taking into account the Ol 
potential of the Middle East and Venezuela, to 
change the price structure for the total quantity 
of crude involved. 

MR. PATTILLO: What are your views as 
to the Canadian Government making every effort to 
make some arrangement with the United States so 
there would be, as Mr. Levy called it, a nemisphere 
policy regarding the marketing of oil before 
consideration be given to going to Montreal? 
MR. BROWN: My personal opinion, sir, 


is such a discussion could last for many years before 


anything would be resolved, particularly if you make 


re. 7 : 4. re oe < Saiina 


DI2 


it hemispheric. I think it would be difficult even 
for the Americans and ourselves to work out a policy 
in less than a few years! time. 

MR, PATTILLO: What would you think as to 
the advisability of the government calling a meeting 
of the industry to see what might be done immediately 
to increase the market for Canadian crude? 

MR. BROWN: I think such a meeting is 
a good idea. I would doubt very much how productive 
Se would be. 2 think in iietening to the evidence 
given before this Commission during the past two 
weeks, it has been pretty clearly demonstrated 
why we are not even today fulfilling the available 
puobae 1oP Canadian rude, for example, in vhe 
Pacific northwest. 

MR PAVOIELO; Wat situation there 1s 
identical to the situation all over the continent, 
namely, that there isn't the demand at the moment 
that was anticipated. 

MR. BROWN: That is partly the answer, sir. 
The other part of the answer is that there has been 
very heavy imports into the United States West 
Coast since the first of January so that the problem 
is one relating to the recession and a reduction 
im demand. 1% is also one which has come about as 
the result of imports in Venezuela and Indonesia. 

MEe FATE ILO: Now, what are your views 


on there being an Energy Board appointed by the 
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Government of Canada? DO you Think there ts a need 
for such 4. Board? 

Mie wDAONN SS Gee Loma, Mr VP Patelaio, ib is 
our intention to make a written submission during 

he course of the next six weeks to the Borden 
Commission with respect to that matter. 

MR, PATTILLO: I thought we had brought 
thienoury Mery Browi,*0uG apparently it ils not clear. 
When you are talking about supplying the Montreal 
market, as I understand it, you envisage that the 
price being received by the producer would vary in 
aoeordaice with (Ne variations of prices of “Lllinols 
crude laid down at Sarnia? 

Nis DROWN: “That 4is “correct; sir. 

MR, PATTILLO: And that you would be 
prepared to enter into a long-term supply agreement 
with the stipulation as to the price in that manner? 

MR, BROWN: Meo 12 *correcny onink tL 
LS very important in pricing our crude that we keep 
on a continental basis as opposed to a world basis. 


4. 


We should continue, in other words, to keep our 
industry in balance with the American industry. 

MR. PATTILLO: What would you do about 
the inporuacvon of prooucta, refined: products? 

MR, BROWN: The view which I expressed to 
you earlier on that subject was that we would lik 


to seera cCeliing puvy on the imporation of refined 


products, and as our Canadian refiners could supplant 


3987 


any of it, to reduce the amount of product being import d 
into Canada. 

MR, PATTILLO: -Now, if you got the present 
refiners in Montreal to agree, after pressure, to 
enter into throughput agreements, and you say you 
can't build a line without such agreements, what 
would you do to preclude any other refiner coming 
along and building a refinery at Montreal and importing 
foreign crude at a cheaper laid-down cost? 

MR. BROWN: Tf think’ that would be very 
difficult if you had an import quota, Mr. Pattilio. 

MR. PATELLLO: You mean you would put an 
aggregate import quota on crude which would mean 
that the refinery couldn't be self-sustained? 

MR. BROWN: Tie. Ue COrre CUySil. 

MR. PATTILLO: Those are all the questions 
T have, Mr, Chairman. 

THE CHAIRMAN: Thank you. Mr, Frawley? 

MR, FRAWLEY: No, I have no questions of 
Mr, Brown. 

THE CHAIRMAN: Then I gather, Mr. Brown, 
that not only would you feel that for a pipeline 
such as you have envisaged it would be necessary 
to have throughput agreements, but also quotas? 

MR. BROWN: Ves sim of think 2 quote 
is very important. he amount of money involved in 
going to Montreal is so great that you would be 


unable to find it unless you were assured -- I think 
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I answered that question too quickly. If you had 
throughput agreements, sir, you wouldn't need a 
quota. 

THE CHAIRMAN: Well, wouldn't you? Now, 
I want to get that straight because that is surely 
the only control that the country would have with 
respect to an outside refiner coming in and import- 
ing his crude to compete with Canadian crude? 

MR, BROWN: Mia theeCOnre Chg! Sar. Lc 
would need a quota system, I think, 

THE CHAIRMAN: The quota comes first, 
doesn't it? If you had the quota then except for 
the technicalities involved in financing, it would 
accomplish everything that a throughput agreement 
would accomplish, wouldn't it? 

MR, BROWN: It would, sir. here is the 
one difference: if you have a throughput agreement 
signed for a long term, the quota could be varied 
with a new government coming into power so I think 
the first step would be the quota and out of that 
would arise the long-term throughput agreement. 

THE CHAIRMAN: Yes, I would think you 
would really have to have both? 

MR. BROWN: Yes. 

MR, COMMISSIONER BRITNELL: I think 
perhaps I may have missed a point arising out of 
one of your first answers to Mr. Pattillo. 


Mr. Brown, my question would be: 
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how could competitive prices of United States crude 
at Sarnia police the prices in the Montreal market 
without governmental control if you will not let 
in United States crude at all unless the United 
States takes a barrel of Canadian crude somewhere 
else for every barrel of United States crude you 
let in at Sarnia? 

MR. BROWN: I am not sure that I understand 
he DOING you are trying Eo eet at. S1r. 

MR, COMMISSIONER BRITNELL: Well, the 
point I have in mind is how you can possibly have 
the market operate, the competitive features of 
the market operate at all under a system of embargo 
or quotas which keeps out United States crude at 
Sarnia? You talk about the Sarnia market regulating 
the price in the Montreal market and protecting the 
consumer, and indeed tne refiner from any supb- 
So.Anoie. Imereagse in price. =f just don't quite sée 
how the mechanism works, 

MR. BROWN: It is actually operating today 
Bare were ee Gr 

MRE SBRETNELL: “ORY yes. 

MR, BROWN: In the Sarnia-Toronto area. 

MR. COMMISSIONER BRITNELL: h yes, in the 
Sarnia-Toronto area, 

MR. BROWN: hb eine ote Taco That. there 
Le omy mor eo, 000 barrels’ of oll Boing into that 


area from the United States is really not an important 


factor in determining the price in that area, 
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MR, COMMISSIONER BRITNELL: But the quan- 
tity is not important as long as there is freedom 
of access to the market. If the price should get 
out of line, that freedom of access to the market 
would be denied under the structure which you suggest, 
would it not? 
MR, BROWN: Yes, but on the other hand, 
one of the conditions would be that you continue 
to price your oil on the United States Gulf Coast 
as is being done today which I think is ali~the 
protection one would need to make sure the producers 
did not suddenly increase the price of oil $1.00 per 
parrel. It is actually operating that way in the 
Ontario area at the present time; we are based on 
Tllinois prices, there is no oil going into Canada 
from Illinois but that is the pricing. 
MR. COMMISSIONER BRITNELL: JI hope you 
are right, Mr. Brown. 
MR, COMMISSIONER HOWLAND: Still on that 
Hoine, +t am trying to figure out how you can use 
Sarnia price in the Toronto area to seu Up. Ene price 
in Montreal. As I see it now, the price in Montreal 
is roughly $3.11 and in Toronto $3.38. Now, the 
$330 4s based on the Sarnia prices; how are you 
going to do this, Sarnia Cost plus” to get to 
Men vrealy 
MR. BROWN: No, sir, from our point of 


view we make no distinction between the Montreal 
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arket and the Toronto-Sarnia market. In our 
thinking that is a marketing area, in the theory 

of it, therefore, the refiner can er tord To pay 

the same price in any part of the area. in other 
words, we represent that we could put o11 into 
Montreal at $3.16 a barrel. That was to establish 
that it is possible for Canadian oil to be compe- 
titive with foreign oil in the Montreal market. 

MR, COMMISSIONER HOWLAND: Well, if Il 
understand you correctly, in order +O eBueteain the 
price level in Montreal under your formula, you 
would have to absorb 27¢ at the refining level. 

MR. BROWN: I do not follow your arith- 
metic there. 

MR. COMMISSIONER HOWLAND: Well, I am 
just looking at the figures that you have, the 
price of crude at Poron toe, 2S $3.30 and in Montreal 
it is $3.11. Now, if you are going to base your 
price, the Sarnia price, and use it as a yardstick 
in Montreal, the price of crude oil in Montreal is 
going up to $3.36. 

MR. BROWN: In the theory of it that is 
right. By the way, we do not accept the $3.12 
figure as being the price in Montreal. I think 
one company, British American, indicated their 
cost in Montreal was $3.24 and we are not sure 
what the actual laid down cost of crude to the 


other refiners is because in all cases it was 
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assumed that a certain rate -- USMC rate -- was 
used, but we did not determine -- perhaps we 
missed it during the course of the hearing -- but 


we did not determine what their actual costs were. 

MR, COMMISSIONER HOWLAND: I am actually 
talking from a cost figure that has been given to 
me. Let verdealewitiiteciniprineiple:: therecis 
a spread there, is there not? 

MR. BROWN: Yes, theré is. 

MR. COMMISSIONER HOWLAND: And I was 
having difficulty understanding your views. A 
spread, assume 11¢ or 15¢, the Sarnia basing 
point seems to me to be a Sarnia plus to get into 
Montreal so you are going to have to estimate 
that the refining capacity in Montreal is capable 
er orerining welts erudesandystill retaining the 
lower level price level or, alternatively, the 
Montreal price would go up. 

MR. BROWN: We have the two different 
elassification systems and in the theory of it 
I would imagine that the -- if you had a highly 
efficient transportation system into the Sarnia- 


Toronto market at the present time, the price of 


erude, laid down cost, would be less than Montreal. 


Now, what we have been doing during the course of 
this hearing is looking at a 72¢ rate and a 52¢ 
Yate: 


MR. COMMISSIONER HOWLAND: Well, I am 


- 
fae “fans baenvees 
, i) best 
i] 
; 
{ : i i 


= 


£ ’ 
¥; { eek 
a 4 } 
¢ i i 
‘ , . 
{ 
' ° a } 
& ‘ 
if 
‘ 


rt 
wt N06 we + ies , x 


5987 


having 4 lot of difficulty understanding your for- 
mula in the sense that I can understand a Gulf 
price, but a Sarnia price seems to me to be hard 
to understand in Montreal. 

MR. BROWN: It adds up to the same thing, 
the Gulf price sets the price here in Alberta. 

MR. COMMISSIONER HOWLAND: It just goes 
Beound 2 sa Cl pele? 

MR. BROWN: Yes, you just go around in 
the same circle. 

MR. COMMISSIONER HOWLAND: ‘Thank you. 

THE CHAIRMAN: Well, I do not know whether 
the Commission wishes to thank you and Home Oil 
Company or not, Mr. Brown. You certainly have not 
lessened our problem. Obviously, you and your 
colleagues and your company have devoted a great 
deal of time and study and expended a great deal 
of money in the preparation of material and we are 
very grateful for the manner in which you and your 
colleagues have endeavoured to help us with this 
problem which you have thrown at us. Thank you 
very much for coming again today. 

MR. BROWN: Thank you, sir, and I wish 
Go, on behalf of our group, compliment the Commission 
on the manner in which the hearings have been con- 
ducted in Calgary. I think we have all learned a 
great deal more about oil than we knew before. 


THE CHAIRMAN: Mr. Pattillo, I understand 


thas is all for today? 
MR. PATTILLO: That is right, Mr.Chairman. 
THE CHAIRMAN: The Commission will now 
adjourn to reassemble tomorrow morning at 10 o'clock 
in this room at which time the Premier of the 
Province will be present. 


---Whereupon the hearing adjourned at HELO Ona, 5 
until 10 o'clock, Friday morning, May 16, 1953. 
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Friday, 
May 16, 1958. 


-ss=On resuming at £6 e00"a-m. 


---Mr. Commissioner Levesque was not present. 


---Mr. Commissioner Ladner was not present. 


Submission of 


HONOURABLE E. C. MANNING 
Premier of Alberta 


Appearances: 


Honourable E. C. Manning - Premier of Alberta 


Dr. G. W. Govier ) _ Members of the Con- 

Me 2D. PF, Goodali, ) servation Board 

Mr. Vernon Millard - Secretary of the 
Conservation Board 

Moe DP RAT Cra Le - Oil Engineer 

Wee we. Gs Stabbpack - Gas Engineer 

Moyen: Js Cooper - Statistician 


THE CHAIRMAN: Gentlemen, the Commission 


WLil resume its hearing. Mey ratull log 
Mase PATTITLLo: Thank you, Mr. Chairman. 
We have the privilege and honour of hearing the 
Premier of the Province here today and he has 
Submitted to us two statements which I propose to 


mark CC-16-1; that is the yellow statement. The 
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shorter white statement will be CC-16-2. 

I think Mr. Frawley, who appears as 
counsel for the Province,is going to introduce 
the members of the Board who are with the Premier. 

THE CHAIRMAN: I understand, Mr.Pattillo, 
that Mr. Frawley wishes to make a statement for 
the record with respect to a matter that was raised 
at one of our previous sessions? 

MR. FRAWLEY: Ves. cdo. 

THE CHAIRMAN: Do you wish to do that 
first, Mr. Frawley? 

MR. FRAWLEY: VERy Wea. Perhaps 
I might be permitted, following up Mr. Patvpeirio's 
suggestion to us, to introduce the members. 

With Premier Manning this morning is 
Dr. G. W. Govier and Mr. D. P. Goodall, members 
of the Conservation Board; also Mr. Vernon Millard, 
Secretary ol the Beard. Nr, Dp. Re “Craig, OL 
Engineer; Mr. J. G. Stabback, Gas Engineer; and 
Me. R.. J. Cooper, Statistician. 

The statement to which you referred, Mr. 
Chairman, you will recall when Mr. White was 
giving evidence on the 6th of May you asked him 
this questions: 

"Have you made any calculation as 

"to what the additional royalty and bonus 
"oayment and revenues of that nature would 


"be to the provinces in Canada, (I assume 
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"just SaskatchE€wan and Alberta would be 
"involved), in the event of 200,000 barrels 
"ner day of Canadian crude displacing 
"foreign crude in Montreal?" 
You) will recall’ that at your suggestion 
I said I would endeavour to obtain an answer to 
that question. This is the answer that has been 
supplied to me by the Devartment of Mines and 
Minerals as to royalty: 
vRoyalty: Assuming that the suggested 
"additional 200,000 barrels per day would 
"be produced by the Provinces of Alberta 
"and Saskatchewan, in the ratio of the pro- 
"duction of each province for the year 1957, 
"then 158,000 barrels per day would be allo- 
"cated to Alberta. Approximately 70 per 
"cent of the oil produced in Alberta is 
"subject to Crown royalty, payable to the 
“orovince. Migs means that about 110;600 
"barrels per day or 40,369,000 barrels per 
"“vear would be subject to provincial royalty. 
"Tf it is assumed that the average wellhead 
"orice would be $2.50 per barrel, the 
vale or this) ide wou lan be $100,922,,500. 
"At an average royalty of 13.5 per cent, 
"the annual increase in rovalty collections 
"on this production would be $13,625,000. 


"Rentals and Bonuses: There would be 
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i74ttle increase from Alberta Crown lease 
"rentals and bonuses as these are more 
"likely to increase as a result of explora- 
‘tion successes, than an increased market. 


'As a consequence, annual revenue increase 
‘from rentals would not be expected to exceed 
‘more than $2,000,000 and bonus payments 
"Prom the acquisition of Crown leases might 
"be expected to increase by from three tO 
"Pave million dollars per year.” 

THE CHAITHMAN: Thank you very much, 
Mr, Frawley. Me. Manning? 

THE HONOURABLE E. C. MANNING: Me. 

Chairman and Commissioners, I appreciate aus) 
opportunity to appear before you and) bo OULLInNe 


the views of the Government of Alberta concerning 


Canada's oil industry. You have heard from many 


sources about the present serious imbalance between 
the productive capability of the industry in 
Western Canada and the markets available GO ULE. 

I do not intend to review the details of this 


situation, as I believe the fact of its existence 
and its seriousness is agreed to by all. This 
problem is of particular importance to the 
Province of Alberta. 

As a government we have been concerned 
over the deteriorating market conditions since 


mid-1957. In November of that year I advised 
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the Prime Minister of the problem and since that 
time I have tried to keep him posted on new develop- 


ments. AS recenvly ae April Leth of this year 1 
reviewed the situation with him and made certain 
BDCCLILG propcdale. I have followed with great 
interest the general tenor of the testimony 
presented to your Commission and I have found that 
much of it confirms my previous understanding, and 
all of it emphasizes the seriousness of the 
difficulties which have developed. 

The causes of this marketing problem 
have been fully treated in several of the briefs 
presented to you. Some of these causes are of 
a temporary nature and they will probably be cor- 
rected during the next few months. Others, 
however, are of a more serious and long-term 
character and consequently require strong efforts 
by both industry and government for correction, 
Among the temporary causes are -- 

ior the economic recession with its con- 
current reduction in demand for 
petroleum products. 

fe the warm winter which reduced the 
demand for heating fuels. 

se excessive inventories arising out of 
the above two factors and also from 
events associated with the Suez crisis. 


Among the more important and long-term 
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causes of the problem are -- 

dns The system of voluntary import quotas 
instituted. by the United States. 
These quotas have had an adverse effect 
on the markets for Canadian oil since 
they are less than the volumes imported 
Cuminew thes arst hale sori 5, by those 
PeLciners @ueime, Canadian crude. ig! 
addition the quota system has had an 
indirect effect since the displacement 
of Foreign, erude=has ded toi much more 
severe competition for the remaining 
markets. This has meant that 
Canadian! producers have; experienced 
difficulty in retaining markets which 
previously seemed. secure... 
The quota system also is responsible 
LOPE castaneeseriGusc, doubteon, tieniong- 
term future role of these United States 
export markets as major outlets for 
Canadian crude oil. 

2. The pressure from Middle East and 
Venezuelan crude oil. 
Mie COSiYOn DrOducine.crude.o1f.in 
these areas is low in comparison to costs 
in Canada and the United States. Except 
in the Puget Sound area this pressure 
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has not seriously affected existing 
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markets. However, it has been respon- 
sible for restricting the area in which 
Canadian production can find new market 
outlets. 

ie The low tanker rates prevailing because 
of both the availability of surplus 
capacity and the development of new 
super tankers. 

ye The continued discovery of crude oil 
reserves in W stern Canada has in- 
creased productive capability. On 
the other hand, during the last few 
years there has been little accomplished 
in acquiring new market areas for 
Canadian production. 
Producers in this province have not sold 
large volumes in any new market since 
1954, other than those special sales 
which occurred during the Suez crisis, 

Ll understand that industry in general 
agrees that these causes are primarily responsible 
for the present situation. I also understand 
that there is general agreement as to the serious- 
ness of this problem. However, there is a dif- 
ference of opinion as to whether or not these 
difficulties are of a transitory or permanent 
nature. The independent company depending 


primarily on production revenue is well aware that 
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the present low production rates represent a 
serious loss of revenue. On the other hand, an 
integrated company operating in all phases of the 
industry and through affiliated companies having 
reserves in various parts of the world is not as 
seriously affected by regional marketing problems. 
Such a company can afford to take a much longer- 
term view and therefore an immediate solution 

is not as vitaleto, the company's operations. ies 
should be emphasized that the Canadian independents 
ean be very seriously hurteit voday's marketing 
Gifficultiées, continue even for a relatively short 
time. 

The Government of Alberta takes a serious 
view of this whole situation. We agree that some 
of the causes are temporary and that when they are 
corrected there will be a small improvement. 
Without strong wend derinite action to correct 
the long-term causes, however, we can foresee only 
avery serious damage to our provincial and national 
economy and welfare. Specifically we anticipate -- 

iis danger to the stability and development 
of the oil, industry, especially among 

the Canadian companies having limited 

activities. 

ae danger to the stability and development 
of the many industries related to and 


Serving toe oll industry. 
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These include important industries in 
ali parts of Canada. The effect on 
employment in Canada is involved in 
both the above points. 

Sir a serious loss in revenue at all govern- 
ment levels from municipal through 
provincial to federal. 

This is particularly true of the municipal 
and federal governments whose tax revenue 
is dependent on the general level of 
business activity rather than royalties 
irom production: 

Ah, a continuing adverse effect on Canada's 
trade balance with United States arising 
from the loss of some of our export 
markets. 

On the other side of the ledger crude 
oil imports into Canada in 1956 repre- 
sented $271,000,000 or approximately 
3f per cent of the total unfavourable 
balance of merchandise trade. 

5 fe a serious danger to Canada's national 
Security resulting from a lessening 
of activity in the oil industry. 

I agree with those spokesmen of 
industry who have said that only”an ai1-out 
effort by both industry and government at all 


levels can achieve a complete solution. Broadly 
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speaking, this solution must be considered in 
terms of -- 
Ls expansion in the Canadian markets of 
(a) sOntario,. and 
(b) Quebec. 
ey expansion in the following export markets 
of the United States: 
(a) The Pacific northwest region. 
(io) The North Central region including 
the States of Minnesota, Michigan, 
Wisconsin and possibly other neign- 
pouring states. 
This expansion constitutes an integral 
part of the philosophy of continental 
defense and the interreiationship of 
Canadian and United States crude o11 re- 
serves. 

Several companies have proposed the ex- 
pansion of the Ontario market and some have sug- 
gested that every effort should be made to re- 
capture and expand the markets in the Pacific 
Northwest and the North Central areas of the United 
States. These companies all seem convinced that 
something can be accomplished in the Ontario mar- 
ket but they differ in their assessment of the 
degree of success and in the expansion possibili- 
ties in the two export areas. Analyses made 


for me by the staff of the Oil and Gas Conservation 
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Board indicate that the expansion in the Ontario 
market and the reestablishment of export at its 
former level in the two United States markets 
(with reasonable growth provision) would bring 
about a market. gsrowth insufficient for an errec- 
tive solution to the problem. I believe that 
the eastern two of these three market areas would 
assure producers in Manitoba and Saskatchewan a 
eonuinued Outlev for tteir crude oi) due’ to. their 
geographical locations, but the improvement in 
Alberta would fall Tar short of what is neces- 
sary to meet the situation. I have been ad- 
vised that with these markets, Alberta producers 
could look forward to marketing in 1960 only 
approximately 49 per cent of the oil which could 
be produced under good engineering practice. ks 
therefore, conclude that not only from the view- 
point of Alberta but from the consideration of 
Canada as a whole, these proposals do not go far 
enough, and expansion of our market either into 
Quebec or further into the United States or both, 
is a necessity. 

I have given considerable thought to 
the steps which might be taken, both by government 
and industry, to assure the acquisition of these 
necessary new markets. 

Having regard to all the factors involved 


I would urge that your Commission, at the earliest 
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possible date, advise the Prime Minister and the 
Cabinet of the serious marketing problem con- 
fronting Canada's oil industry and recommend 
immediate action along the following lines: 

aes That the Prime Minister convene a meeting 

With tne senior Officials of the rerining, 

importing, transporting and marketing 

companies involved in order to - 

(a) advise them of the urgent need for 
increased use of Canadian crude oil 
and for the reduction of imports of 
erude oil and also for the freezing 
of refined product imports to present 
levels. 

(ob) request industry to take all necessary 
action to accomplish these objectives 
and also to advise industry that cer- 
bain specifie objectives must be ful- 
filled in accordance with an estab- 
lished time schedule. 

(c) advise industry that failing a satis- 
factory solution to this problem within 
the prescribed time, it is the intention 
of the Government of Canada to impose 
import quotas on crude oi] and refined 
products to the extent necessary to make 
economically feasible the construction 


and operation of a pipe line to transport 


Canadian crude oil from Western Canada 
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to the Montreal refining area. 

Some of the testimony given at this 
hearing has referred to another means of 
aequiring additional markets, This relates 
to the possibility of companies, particularly 
those having operations throughout Canada and 
the United States, arranging for the inter- 
change of crude oil between Canadian and 
Uni ved Staves pelineries, This possibility 
should be explored at the meeting between 
government and industry called for in this 
proposal, but it should be made clear that 
any markets acquired by such an inter-change 
would have to represent additions which would 
not otherwise have accrued to Canadian producers. 

ae That the Prime Minister request an appropriate 
government agency to proceed immediately to make 
a thorough analysis of the best ways and means 
of instituting import quotas on crude oil and 
refined vroducts into Canada. 

as That the Prime Minister re-open and continue 
high level discussions with the United States 
government with the view of re-establishing 
and expanding the markets for Canadian produced 
crude oil in the Pacific North-west and North 
Central areas of the United States, 
Talks with regard to this problem already have 
taken place but unfortunately little has been 


accomplished. I still believe that such 
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negotiations eventually can be successful 
providing a stronger approach is taken by 
the Canadian representatives and providing 
the discussions are conducted at cabinet 
level. However, we must not anticipate any 
major adjustments in the next few years. 
The Canadian approach to this discussion 
should emphasize the inter-relationship of 
all crude oil reserves on this continent, 
particularly in terms of defense considerations. 
uM That the Prime Minister designate a member of 
his Cabinet to keep in close touch with the 
industry, the provincial governments and the United 
States government to insure "follow through" 
and the most rapid progress possible, 

I have purposely refrained from discussing 
many of the details of the over-all problem 
considered in this brief, believing that the Commission 
is interested primarily in the broad principles. I 
would, however, like to make further reference to 
the proposal for a pipe line to Montreal. You 
have heard a good deal of testimony concerning the 
costs and estimated tariffs for a completely new 
pipe line, and the costs and estimated tariffs for 
looping and expanding the system of the present 
Interprovine:a.: Pipe Line. 2 believe it 18 
generally agreed that only under a system of either 
voluntary long term contracts or enforced quotas 


could Western Canadian crude oi1 displace foreign 
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produced oil in the Quebec market, The most 
economic way of transporting crude oil to Montreal 
clearly is dependent upon the initial volume and 
the anticipated future volumes to be moved. This 
in turn depends directly upon the amount of the 
voluntary contracts or enforced import quotas and 
on any reduction or growth in the area served by 
the Montreal refineries. Moreover, the actual 
tariffs to be charged by any pipe line wiil be 
effected by the manner in which it is financed 
and by whether or not there will be federal regu- 
jJation of interprovincial pipe line. tariffs, In 
discussions with the Prime Minister I have previously 
indicated that the Government of Alberta favors a 
separate pipe line to Montreal provided the tariff 
charged would make Alberta crude oil competitive in 
that market area. We would not be opposed to the 
looping and extension of an existing line, provided 
it gave the same result. We have no preference for 
any individual project other than to emphasize the 
importance of taking advantage of the economies 
avallable through a large diameter pipeline designed 
specifically to transport Western Canadian crude oil 
to the Montreal area at the lowest possible cost. 
Preliminary studies made by the staff of 
the O11 and Gas Conservation Board of one project 
already submitted to your Commission indicates that 


it is economically feasible to deliver Western 
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Canadian crude to the Montreal refining area at 
prices roughly the same as those now being paid in 
that area for imported crude oil, provided that 
the volumes permitted under voluntary contracts 
Or an cnlorced import quota system are sufficient. 
This approximate equivalence in price in Montreal 
is the important thing and I do not believe that 
too much consideration should be given now to the 
details of calculating the exact price of various 
Cruge Ol) Supplies om the cost of alternate transe- 
portation methods. The use of Canadian crude in 
Montreal under these circumstances should not necessitate 
any increase in price to the consumers in Eastern 
Canada. 

Lies Crue Ol. wie SaGua cum. 1b, seems CO 
me, is the establishment of necessary restrictions 
on the i portation of crude oil and refined products 
in the interests of the revitalization and preserva- 
biom of Our OLl industry and our national economy. 
I hope that this can be done voluntarily by 
Lndustry.. In view of the representations made before 
you by some of the integrated oil companies I believe 
industry should be given an opportunity to solve the 
proolem, if industry cannot produce = solution 
that can be applied speedily or if its solution falls 
short of being adequate the government of Canada must 
be prepared to take a firm stand. On this basis I 


see no walla objection or reasonable alternative to 
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a system of enforced import quotas on both crude oil 
and refined products. In fact, from a national point 


of view there is a recognized advantage in processing 


in Canada the largest possible amount of any indiginous 


commodity such as crude oil rather than exporting 
the raw material and importing finished products. 

In the interests cof its national economy 
and its national security the United States Govern- 
ment decided to restrict imports by voluntary controls 


to ensure that the domestic industry would be able to 


keep exploration and development at a level which would 


provide adequate supplies for the future. It is 
significant to note that this action was taken at a 
time when the United States was producing at 74% of 
the total productive capacity. This can be compared 
to the Canadian situation during 1957 when production 
was restricted to an average of 55% and in December 
was equal to 45% of productive capacity. In Alberta 
the situation was even worse in that our comparable 
rates were 51% and 38% of permissible production. 
Under these circumstances, which are not going to 
improve without effective action on the part of 
industry and government, the importance and urgency 
of remedial action requires no further elaboration, 
THE CHAIRMAN: Thank you very much, Mr. 
Premier. Do you wish also to read in your Submission 
with respect to the general functions of a National 


Energy Board? 
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MR. MANNING: Thank you, Mr. Chairman. 
iis Secong very Drlet submisshom 1s carrying out 
a request we made in which your Commission concurred 
at the time we made a previous statement on natural 
gas. 
---EXHIBIT NO. CC-16-1: Submission of Hon. E.C. 
Manning, Premier of 
Alberta. 
~--EXHIBIT NO, CC-16-2: Submission of Hon. E.C. 
Manning, concerning 
General Functions of a 
National Energy Board. 
MR, MANNING: Mr. Chairman and Com- 
missioners: In a previous submission on 
Apri) 29, 1956, on the subject of matural gas, 1 
advocated that your Commission should recommend 
to the Government of Canada the establishment of 
a National Energy Board with restricted but 
clearly defined powers with respect to the trans- 
mission and marketing of natural gas in the fields 
Of Interprovinceial and invernational trade. 
I outiined on that occasion what we con- 
Sider should be the major and Specific functions of 
a National Energy Board in those matters relating 
to natural gas which come within federal juris- 
Shimeyrcmer gy At the same time I emphasized that a 
National Energy Board should not be empowered to 
interfere in any way with matters which rightly come 
within the legislative jurisdiction of the provinces. 
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to outline the broader and more general functions which, 
in our opinion, a National Energy Board should perform. 
We respectfully suggest that your Commission recommend 
that the Government of Canada assign to a National 
Energy Board of recognized stature, the following : 
funculons and responsi biliciess 

ie The conduct of a Sonvinuous survey of the energy 


resources of the nation having regard to: 


| 
(a) The nature and extent of such resources. 
(b) The extent of their development and 
utilization, 

(c) Development trends. 

(ad) National energy requirements as established 
by present consumption and trends, 

e. The gathering, co-ordinating, classifying and 
maintaining of up to date statistical data with 
respect to the matters enumerated above, such 
data to be made available to governments and 
industry as a guide in planning energy development 
and/or requirements. 

S. The Lumction (of acting as an Advisory Board to th 
Government of Canada on matters concerning the 


development, transportation, efficient utilization 


| and export of energy resources to the extent such 
| 

Mavecers are subject to federal jurisdiction. 

THE CHAIRMAN: Thank you very much, Mr. 

| 


Premicr, On behali of the Commission I wish to express 


ee a very deep gratitude to you and to your officials and 
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the staff of the Oil and Gas Conservation Board 
for the co-operation which you have given the 


Commission, for the submission which you made to 


us when we met first in Calgary in February, for 

your submission which you gave to us on the 29th 

of April and the two submissions today. We all 
appreciate that you stand ready, willing and able 

to subject yourself to what has been variously 
described at different times as questioning, examina- 
tion or cross-examination by counsel or the Commission 
itself. We, however, do not intend to subject you 

to such questioning or examination. We do not think 
it is the function of a Royal Commission to subject 
the head of government in a province to questioning 
with respect to policies of his administration in 
that province. We are taking this course because 

we reall cer uly Ales syouthavecso +orten expressed it 
to us and we have had tangible evidence of it of 

your desire to co-operate and to give the Commission 
the full benefit of the knowledge and experience 

of the provincial authorities and officials with 
respect to matters referred to in the terms of 
reference to the Commission. Consequently, as 

we have an opportunity to consider the submissions 
which you have made to us today we will count on 
being able to get in touch with you and your 
officials for further elucidation and information 


with respect to the various matters with which you 
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have dealt. I hope that course will be satisfactory 
EO VOU. 

HON. MR. MANNING: Thank you, Mr. Chairman. 
I do want to assure you that we are anxious and 
ready at any time because of the tremendous importance 
that we attach to the subjects that you have in your 
study and their bearing on the economy and welfare 
of this part of Canada especially. We are anxious 
and willing at any time either by additional verbal 
testimony or by filing additional material with the 
Commission to clarify or enlarge on any of the 
material that we have submitted or provide any 
additional material that you feel may be in any way 
helpful in the studies you are making. We certainly 
hope you will call on us if we can be of assistance 
in that regard. 

THE CHAIRMAN: We know you can be of 
assistance and I think you can count on it that 
we will count on you from time to time and your 
officials, Thank you very much indeed. 

Now, gentlemen, this concludes the hearings 
of the Royal Commission on Energy Resources in Calgary 
at this time and on behalf. of the Commission and the 
staff of the Commission I wish to express our grati- 
tude to Mr. Manning, to the Provincial authorities, 
to the people of. Alberta. and. of. Calgary for their 
kind hospitality during the period that we have been 


here. I also wish to express our gratitude as a 
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Commission to those who have appeared before us and 
given testimony either written or oral. These 
people have gone to a great deal of expense and 
a great deal of inconvenience but it is a cause 
which I am sure they realize as we do that is very 
much worthwhile. We appreciate the help and assis- 
tance which we have received and I can assure you 
WeTaDDTOach our task, Of trying to sort out this 
tangled skein with humility but with knowledge that 
there are many in this country who are willing to 
give us the information which is necessary and all 
the help and assistance which they feel we require 
and I can assure you we require a great deal. Thank 
you very much, 

We will adjourn the sittings of the Royal 
Commission and meet again in Winnipeg on May 21st 
following which we will meet in Toronto on the 2nd 


day of July. 


=---Waereuponm the hearing adjourned at’ 10.30 a.m. 
until Wednesday, May 21, 1958, in Winnipeg. 
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Wednesday, 
Mayes tel o50. 


---On resuming at 10.00 a.m, 


---The Chairman was not present, 
---Mr. Commissioner Ladner was not present, 


---Mr, Commissioner Levesque in the chair, 


THE CHAIRMAN: Mr. Premier and ladies 
and gentlemen: 

This is the first of the public hearings 
which the Royal Commission on Energy expects to hold 
in the Province of Manitoba, May I begin by ex- 
pressing the regrets of our Chairman, Mr. Henry 
Borden, at his inability to be present at these 
hearings. Mr. Borden was looking forward to being 
in Winnipeg but unhappily he developed a back ail- 
ment some weeks ago and had to return to Toronto for 
a hospital check-up at the conclusion of our hear- 
ings in Calgary last week, He was kind enough to 
Suggest that I should substitute for him as Chair- 
man of these meetings, 

We are glad to be in Manitoba and pleased 
indeed to have the Premier of the Province honour 
us with his presence this morning. 

I should mention that we have just con- 
cluded three crowded weeks of public hearings in 


Calgary, the centre of the oil and gas industry of 
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the Province of Alberta. I need hardly say that, 
because of the great importance of natural gas and 
petroleum to the economy of Alberta, our discussions 
of the marketing problems affecting these two impor- 
tant resources were lengthy and indeed controversial, 
I recognize that the emphasis in Manitoba is bound to 
be somewhat different. As I understand it, your 
Province -- while it is rich in hydro electric 
resources and possesses an expanding oil potential -- 
is nevertheless defecient in some of the other 
sources of energy and looks at the question of 
energy from the viewpoint of a consumer, For that 
reason the representations that will be made to us 
here are especially important. We need to look 

at these questions from all sides and to remember 
that the consumer viewpoint is of equal importance 

to that of the producing areas. Above all, the 
Commission is anxious to obtain all the facts and 
opinions relevant to a proper energy policy for 
Canada, in so far as the Federal Government has 
jurisdiction in this. field, 

As I said a moment ago, we are grateful for 
the kindness of the Premier of the Province in attend- 
ing this morning, and for the hospitality which has | 
been shown to us. I am sure that before commencing 
with the first submission, which is being presented 
by the Province of Manitoba, all of us would like to 


have a word from the Premier, 
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premier Campbell 7? 

MR. CAMPBELL: Mr, Acting Chairman and 
members of the Commission: I am very happy indeed 
to appear this morning to welcome the Commission 
officially to the Province of Manitoba and to its 
hearings here, and to say how important we feel 
the work of the Commission to be, 

Anything that we in the Province can 
do to make your stay more useful and enjoyable will 
certainly be done. I am sure that all the people of 
Manitoba share the regret of the Commission members 
that Mr. Borden is unable to be with us this morn- 
ing, and particularly because his absence is caused 
by lllness. J hope that he will have a speedy 
recovery. JI understand Mr. Ladner also has been 
indisposed, but we are glad to see that so many of 
you are in apparent good health, and we do welcome 
you to the Province of Manitoba. 

Just a year ago now our university had 
the pleasure of conferring an honorary degree on 
Dr. Hardy, and it was a very popular appointment, 
and we are glad to have him as an alumnus of our 
university. 

I must apologize for the fact I will not 
be able to spend as much time at the hearings today 
as I otherwise would, and before members of the 
Commission or anyone else present jump to the conclu- 


Sion that it is in connection with something that is 
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happening in less than four weeks! time, I should 
mention that the reason for my absence is because 
convocation of the university is being held today, 
and, having had a very large number of my children 
graduate from this university, I like to keep my 
connection with their convocation, 

Mr, Chairman, the Province of Manitoba 
having recognized what an important Commission this 
one is, and how its final report on the findings and 
recommendations will influence policy with regard 
to energy sources and disposition for many years to 
come, has. attempted to give very serious thought 
to the matters that are to be considered by your 
Commission. Consequently, we tried to assemble -- 
and I think we were quite successful in assembling -- 
a very representative group of Manitoba citizens, who 
were representative of the various industries and 
organizations and regions which are connected with 
the primary energy sources either produced in or 
used in the Province of Manitoba. Mr. Chairman, we 
are not pretending that having assembled that group 
for earlier discussions and consideration of the 
questions before your Commission that we necessarily 
are presenting a viewpoint that is wholly accepted 
by all of them, because you will recognize that with 
Such diverse interests, and with some of the energy 
sources that these people represent actually compet - 


ing with one another, it is inevitable there should 
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be some differing points of view; but, we did try 
to give the various individuals and organizations 
and regions an opportunity of at least getting 
together in the early stages of our discussion of 
the briefs to be laid before your Commission, and 
they have had some acquaintance and gave valuable 
advice regarding the general procedure which we 
would adopt for what I might term "the Provincial 
brief", Certainly, we are not attempting to 

Claim that they are bound by the provisions of that 
brief just because they sat in; but we were glad to 
have their presence in the early stages and to have 
their advice. I am sure it is altogether likely 
Some of them will introduce briefs of their own in 
addition to what this one says. 

This one is the Manitoba government brief. 
Its preparation, after having had that rather widely 
representative group in the early stages, we left 
to a smaller advisory group -- to prepare the 
actual document. 

Because of commitments that I have men- 
tioned, and others unnamed, I am not going to attempt 
to read the brief to the Commission myself. There 
are others here who are more familiar with the de- 
tails than I. I would like the Commission to note 
that we have had a smaller Advisory Committee which 
has been composed of the Deputy Provincial Treasurer , 


Mr, Stuart Anderson, whom the Commission members 
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have already met; Mr. W. Fallis, the General Manager 
of the Manitoba Power Commission; Mr. D.M. Stephens, 
the Chairman and General Manager of the Manitoba 
Hydro-Electric Board; Mr, Jack Cowan, the Deputy 
Minister of Mines and Natural Resources; and then 
two other young men, who, along with Mr. Cowan, 
will present the actual brief. Mr, Cowan will 
present the part dealing with oil, its production 
and regulation in the Province of Manitoba, Mr. 
Robert Keyes, who is an economist and assistant 
to the General Manager of the Manitoba Hydro-Electric 
Board, will present the section dealing with general 
introduction and proposal that the Province of 
Manitoba has advanced in some detail earlier, 
and which we would like to lay before your Commission 
at this time, believing it to be an appropriate one 
to pass judgment upon it, of not only a Manitoba 
development but a national grid, electrically, 
originating with the power sites on our northern 
rivers. Mr. Robert Moffat, economist and lawyer, 
who has been retained by the Province of Manitoba 
in connection with this brief, will deal with some 
of the questions relating to import and export of 
fuels, energy, particularly oil and gas. 

I think now, Mr. Chairman, I have only one 
other thing to say, and that is to remind the 
members of the Commission that we stand ready here 


to give them any assistance we can, and we are 
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looking forward with a lot of interest -- because 

we believe it is of great concern to our Province 

(as you have mentioned yourself, we are a consuming 
Province in total) -- to the recommendations and find- 
ings that you make, and want to give you any assist- 
ance that we can. 

I welcome you to the Province; we are 
going to have a little informal dinner tonight 
to which all members of the Commission and their 
associates are invited, and if I don't manage to 
spend very much time with you today I Wise Cer = 
tainly be looking forward to seeing you later on. 

IT would now call upon Mr. Robert Keyes 
to present the first part of the brief. 

THE CHAIRMAN: Thank you very much, 

Mr Premier, 

Mr. Patterson? 

MR. PATTERSON: Mr. Chairman, before 
proceeding with the reading of the brief I would like 
just to outline for those present the timetable of 
the hearings to be held in Winnipeg. 

We will proceed, first of all, with 
the submission of the Province of Manitoba, to 
pe followed by that of Trans-Prairie Pipelines 
Ltd. Tomorrow, should we complete the hearing 
of those two submissions, we will hear in this 
order from the following: that is, for Thursday , 


May 22, we will hear from S-oskatchewan Coal 
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Operators, Hudson Bay Mining and Smelting Company 
Limited and The Great Plains Gas Company Limited. 
Copies of this timetable will be available after 
the noon adjournment for any interested persons. 
Turning, Mr. Chairman, to the submission 
of the Province of Manitoba, I would ask that that 
Submission be marked as Exhibit W-21-1, and I have 
discussed with the gentlemen who will be reading 
it the omission in the reading of certain parts 
of it. The whole will, of course, be reproduced 
in the transcript, but I have suggested that 
pages 16 to 41 and pages 58 to 76 be taken as 
read, and perhaps from time to time, when we reach 
certain other tables, I will suggest that those be 
taken as read, 
If Mr. Keyes would proceed, those are 


my remarks, 


---EXHIBIT NO, W-21-1: submission of Province of 
Manitoba, 
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Submission of 


THE PROVINCE OF MANITOBA 


APPEARANCES : 

Mr. J. Cowan - Deputy Minister of 
Mines and Natural 
Resources 

Mrs RewWeeakevyes - Assistant .~to General 
Manager, Manitoba 
Hydro-Electric Board 

Mry Ry Moiirat - Counsel 


in the work of your Commission. There are few sub- 
jects which are of such great moment to the people 

of this province. Much of the history of Manitoba 

Can be expressed in the eiforts of our people to 
overcome two great obstacles. From the very earliest 
days in this area two great needs have been paramount. 
We needed transportation to bring in Supplies and 

GO MOVE OU Our sproducts, and we required a source 


MR, KEYES : Manitoba is keenly interested 
of heat energy to provide warmth and light during our 
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long cold winters. 

Food, we can and do grow in abundance; 
much of our clothing can be locally produced or 
brought in without great difficulty, but transpor- 
tation and fuel have always been limiting factors 
in our growth and development, 

Your Commission is concerned with fuel 
in its broadest sense, meaning coal, oil, gas, 
electricity and any other sources of energy. You 
are vitally concerned with the transporting of 
energy by oil pipeline, by gas pipeline, by electri- 


cal transmission line and less directly by railway 


cCarscnoiacoal. 

We need only suggest these fundamentals 
without further elaboration, The great importance 
of energy and fuel to Manitoba is clearly established 
without any need to elaborate its importance to 
our industry and commerce, 

Looked at in this way it is at once 
apparent that the great concern of the people of 
Manitoba must be with the securing of an adequate 
and reliable supply of energy at reasonable prices, 
prices which do not place us at a competitive 
disadvantage with any other area in Canada or in 
the markets in which we buy and sell. 

In your hearings before today you have 
dealt with parts of Canada in which energy resources 


a are much more abundant relative to local demands, 
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In Alberta you heard from an area that is a sub- 
stantial supplier of oi1, gas and coal to adjacent 
and remote parts of Canada and the United States. 
To a lesser extent the same situation exists in 
Saskatchewan although we were interested to note 
that the Saskatchewan Government declared its belief 
that Saskatchewan's primary interest is on the side 
of energy consumption and that it is particularly 
concerned with conditions under which energy is 
made available for use. British Columbia, because 
of its climate, has a much lower per capita demand 


for space heating fuels and consequently it was 


cerned more completely with industrial uses of 
energy and with matters arising from the distribu- 
tion of gas and electricity for industrial and 
commercial purposes. 

Now, in Manitoba, for the first time, 
you come into an area in which consumption of 
imported fuels is extremely high. In various 
parts of this brief we have set out more fully our 
position in respect to the different aspects of 
energy production, distribution and consumption. 
But here, at the outset, we emphasize a few of 
the fundamentals: 
de We are a heavy consumer of energy, particu- 

larly for space heating. 


EN Hydro-electric power is the only energy resource 
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in which our supply position is relatively 
favorable and in it we have already fully 

developed all waterpower sites within con- 
venient reach of our main settled areas. 

Sk Until very recently we depended, almost ex- 
clusively, for space heating, upon coal brought 
in by railway, mainly from Alberta and Saskat- 
chewan, 

yy, With the growth of oil production in the 
other Prairie Provinces, we too have had a 
modest success and at present oil production 
in Manitoba stands at about 48 per cent of 
our consumption of petroleum products. 


ore We have no commercial production of natural 


gas, but a substantial market is building up 
now that Alberta and Saskatchewan gas is 
avaliable byipipeline. 

These then, are some of the basic facts 
of Manitoba's energy position. They form the 
foundation of our plans, our proposals, and for our 
future needs. 

SCOPE? OF THIS BRIEF; In planning 
for this brief and the research which underlies it 
we have tried to be guided by the wishes of your 
Commission as conveyed to us from time to time. 

We have been aware, from your terms of 


reference,that you had authority to range over the 


ne whole field of energy and its Supply, use, 
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conservation and regulation within the jurisdiction 
of the Government of Canada. On the other hand, 
we were conscious of the wish, which you had 
expressed in your early discussions, that you should 
hear first, views on oil and gas. 

In our preparations we, therefore, 
began by reviewing the whole field he a OMon DY. 
your terms of reference, but with special attention 
being directed to oil and gas. It quickly became 
apparent, however, that the subject matter could 
not be divided into compartments in this manner 
and as our research progressed the overlepping and 
interrelationships became increasingly complex. 
Further, we noticed that, as evidence is presented 
pefore you, the character and extent of some of one 


subjects with which you must deal changes to a degree, 


Therefore, as your deliberations unfold further, 
even on this subject of oil and gas, we are 

of the opinion that we should reserve judgment in 
some areas. 

The brief which is being presented today, 
is therefore, a compromise. On some subjects we 
have attempted to give you a comprehensive analysis 
and thoroughly considered proposals; on other 
subjects we have attempted to give you relatively 
complete factual data, but analysis has been relatively 
restricted. On still other subjects we have merely 


indicated avenues of investigation which appear to 
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be worthwhile. 

We would, therefore, like to ask that this 
brief be accepted in this spirit and be treated in 
many of its sections as merely an indication of 
subjects for further investigation and not as a 
firm and final expression of opinion. With your 
permission, we would propose that, at a later date, 
we may wish to make further representations containing 
the results of further analysis and presenting any 
new or elaborated conclusions or recommendations. 

PART IB. MANITOBA ENERGY CONSUMPTION AND 
PUPPLY We now turn to some of the detailed 
problems facing the Commission as well as to a 
presentation of some of the factual data about oil 
and gas which you asked to have put before you. Befor 
so doing, however, it appeared important to us to 
indicate in a more detailed manner the nature 
and extent of the consuming market in Manitoba, and 
to draw your attention to some of the factors in- 
fluencing the demand for and supply of the ‘various 
energy sources in the province. 

With the exception of waterpower with 
which resources it has been endowed most favorably, 
Manitoba is a net importer of the energy supplies 
that it needs to do its work. It will unfold as 
this brief develops that this position is not 
likely to change much in the near or medium-term 


future without some dramatic development, consequently, 


TL eM 2d 


ae? Ned OF BNLL ,RTOTeteN?  OLGOW es 


paTae?ty su £498 FInia’ ear At bAasueene ec Fels 
CRE EET fg) oes cree Be ee 


é- 


on 4 AT ,Otou ae Eaotisea SYP To vase 


# 


$ 45 .08 OAS HoOlesglyesval tansy: Gol siaeteve 


solciga 10 nofesevexe [set) ona mety 

LAS. POUT, PLOW BW , BOLOCLF eo 

SInvsewget, Tadvt.'! sien of cain car ew 

hee o ateviene, tate to, eeleese ede 

a ae : 
Git oh “OD GHW SOU Liao b43 Se GALS ™~ wn 
= 4 re. rar act 
Ja Vee en. if 4" tj} r, a + 
. pai be a rk: | ’ 
fi i« Tha au SSIS Wo. By P YITGGE 
: sft aaa 

ey £ ; AR AMMO? COG we a7 BS LAG ; 
erst 37,374 : J . * 

‘ . fre +] 5 wl “\ : are = 5 ¢ ate 4a co 1- o7% rl 
bayiss vov tfeldw-eey Seta: 

La xt eaagks 7 Sey aren we 

Pe 

rad 7 ' ali . ~ “ nf ‘ 

iw Ais oe! vt b } Sui. @2- B91. O4f 
u S058 iiaqusneo srt Yo doeixe. bas. 

7 " 7 ‘ 74 wey i 

4 an em os « > If \ ad J 

. yer t " : a \ . 4 « . 

Io : ol 1 CTAMeHD of TP Ga) 5. tt 


,SONLVGeg Ono AL BS0%NGs Yates, 


jiiw sowoyiesiw To soleqeexs any Aaty 


we By eee be ite > «aod asf 3h mane ees ciptnw 
£291 6 CATSt® S02 10 Tage, Joa S bh sac7 sneha: 
PH DAOAGY: LAER I Ei «EON BEE OR OF 2h Get a eee 
Mia eld? tady, pqolevep, tena, aA, 
92 -austam no, sath Bly) a, stove egede: oo. itealhe 


eH05 , tagmqelavet ei) emdenh, etme. ene cmnea ee 


™ "Y; ‘ 
Cis 
f WF ls : 
64. > ae 


7 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6025 


Manitoba's interest in the exploitation of fossil 
ruelg, and, indeéq in energy use generally is as a 
consumer. 

The current annual demand for all types 
of energy in Manitoba amounts to between 110 and 
130 trillion Btu's or about 140 million Btu's per 
capita. This is the equivalent of about 10 tons of 
lignite coal, or some 840 gallons of oil, for every 
man, woman and child in the province, and represents 
an increase in the ten years since 1947, the first 
year in which it is reasonably possible to derive 


meaningful data from published statistics, of better 


than 50 per cent. We estimate that the domestic and 


| 

| 

| 

i commercial markets make up about 48 per cent of 

Manitoba's total consumption; the industrial market 

| about 19 per cent; and transportation uses, about 

32 per cent. The balance shows up mainly in con- 
version losses and statistical inaccuracies, 

DUPPEY' AG the present time the greater 

part of Manitoba's energy requirement is supplied 
by petroleum (62%), followed by coal (23%), water- 
power (11%), and wood (4%). Natural gas reached 
Manitoba late in 1957, and consequently does not 
show as an important source of supply in that year. 
It will play an increasingly important role in the 


future, 
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Noves: 
Statistics on coal, petroleum and water power 
are from D.8.58. Wood consumption is estimated 
based on studies of the Dominion Coal Board, 
and on the number of households reported as 
using wood as the principal heating fuel. 
The approach used in "disappearance of supply" 
i.e., domestic production (or interprovincial 
transfer) ¢lus or minus international movements 
adjusted for stock change. End use statistics 
on a provincial basis are quite inadequate 
for absolute compilations. 
Water cower is valued at the number of Btu's 


(3,412) in a kilowatt hour. Some authorities 


use the quantity of fossil fuel required to 


produce a kilowatt hour. If the latter 


| 
i 
approach had been followed total energy con- 
sumption in Manitoba would have been shown at 
a 30% hizher figure. This points ug the import- 
ance of hydro-electric power to the Manitoba 
economy. 
Petroleum: THisMbricr Ws: concerned -in 
detail with the development of the petroleum market 
in Manitoba. At this juncture it is desirable’ to 
point up merely that there has been a remarkable 
growth in the last ten years stimulated by the 
economic expansion of the province and the constructio 


of some 30,000 barrels daily of new refining capacity 
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based on the availability of western Canadian crude. 
In addition, petroleum has competed most successfully 
in the domestic space heating market. In the period, 
1941 to 1957, the proportion of households served 

by heating oil has grown from the very small posi- 
tion of 1/2 of 1 per cent to about 42 to 44 per cent 
in mid-1957. I might add that those are principal 
heating fuels. In the same period the total number 
of households has increased py more than one-third 
from the 164,000 reported in the 1941 census. In 
terms of the equivalent volume of crude oil needed 

to manufacture the product requirement, petroleum 
consumption has quadrupled in ten years to reach 


about 35,000 barreis daily in 1957. Provincial 


refining capacity now stands at 35,000 barrels per 


day as compared with 4,500 barrels per day in 1946, 
so that on balance the province could manufacture 
all its current requirements. In practice, however, 
the limitations of technology coupled with the 
pattern of demand, and the economics of the industry 
are such that some product is imported into Manitoba 
from outside the province and indeed the country. 

At the same time Manitoba refined products reach 

out eastward beyond the Lakehead to supply a good 
vortion of the needs of the people and industry of 
western Ontario. Petroleum's share of the total 
Manitoba energy market has grown from 31 per cent 


in 1947 ‘to 62 per cent in 1957. 


, : [ ij ‘ » 
: 7 
i as i 
iv wy 


" me a Lo ; i 

OF ID's BAVENERTS BU ic ¢ 
BSOs crsarno orm 
-S0LNo BM I8OM) a¢eteow Ta yoitide lieve add no peaad 


‘eo M lel aoeus S8em Hazogmos ead qnefetieg ~notsibbs nz 


2 


Chay Oi Me 9 teaRaM gold ket Home Oli sanah eee nt 
3): See abi 00 aio) ty HOLLIS 20"2 tty: aie te od {eee 
420° CLBMS Qisy Si7 etl ring ee iio gnigess yd 


» of Sh 3n008 oF Joss, taj tote S\L io aets 


es 

wo 
~ 
- 

i 


I Su af atl 8 } e o SA a 64 t OS ais wm if Wa ‘ ak [- blag (ea 


Tow Safad sid ool%og gise sho ol afew) satvecn 


4 


iidt-ena asd stom ¥d Gaeceusnk gap Shlaneavesd Io 


| nt ,éyteso (90f e012 of bagagges O00,boL ent, aunt 


~1 s«VOQGST LIPS) Gop et? sIwlo6ljaa od 


i 


Tey aed oF F WOeip 264 ILI MAIO 
3 : uF and a in ot JO c< J Mods 
) A ves ‘Geaelt 28 SHQTa Wo eeLoage? SAL ra wn 


‘ 


e.3VIGo. VOC, Ik O8ts5000 Be eh 
i .,ovu my OY OUT, 61 "LL Woe JIG’ SLe: Bas i, le 

ae. ° ’ “ ¢ ’ ’ ‘ j  - * 
aur : ~ ee : ef Liter ae fla! OD MA Say) i} i 13.34 7 e 3 


* 


) 
| 
| PLICEL OOBL. BeeOnal Bt TOU, Bees. Tet Moye se 
: 
| Go, af% Ggehrt bone sumiveny eff sbiatue mest 


. Wek, Bubots Ogata aod Lay ame eave ened A 


see Te 


1G. UT SURO. ES of pote Go “lt Bees. St: Io) solgaoy, 
| Sas, Gye. 10 SRR 6 MRCS: heen) AGO a Bye” 


| < OPO. TA. LE moet. WE Fuk 1S see: xen. adagen ai. 
— = , : | B ‘ ha - ae 
VRRl We tibet Behe FOR e ee mi 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6029 


Coal: Manitoba has no known economic 
resources of coal, [ts present market of about one 
and three-quarter million tons annually is Supplied 
predominantly (68%) from the lignite fields in the 
Estevan area of southeastern Saskatchewan. The 
balance is divided on an approximate ratio of 3.2 
as between Alberta bituminous originating mainly in 
the Crow's Nest area, and Alberta sub-bituminous, 
mined in the Lethbridge -- Drumheller districts. The 
market for coal in Manitoba has suffered seriously 
in the past ten years as a result of competition 
from petroleum, largely in the domestic space heating 
market and as a result of the conversion by the rail- 
ways of their locomotives to the burning of heavy 
fuel oil. While the over-all tonnage sold has moved 
Wetiim close Limits of 1.75 miliion Cons per year, 
the relative share of the total energy market served 
by coal has declined drastically. From a 45 to 50 
per cent share in 1947, coal has seen its relative 
position reduced by one-half to about a 23 per cent 
supplier of Manitoba's over-all energy needs by 1957. 

Waterpower: Manitoba was one of the early 
Canadian provinces to recognize the value of hydro- 
electzic power, the first generating station of 
8,000 kilowatt capacity coming into production in 
1906. This’ station, the first of seven built on 
the Winnipeg River to serve Winnipeg and southern 


Manitoba, has since been dismantled. This river, 
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now fully developed as to sites, has six generating 
stations with a normal winter capability of some 
560,000 kilowatts, measured at the zenerator terminals. 
The horsepower rating of the turbines is 788,000. 
There is an additional 16,000 horsepower constructed 
in northern Manitoba on the Laurie River and on the 
Island Lake River to serve mining properties. At 
vresent, the Island Lake River station (1,900 HP), 
known as Kanuchuan, is not in operation. The Hudson 
Bay Mining and Smelting Company at Flin Flon is served 
by a hydro-electric generating Station located on the 
Churchill River in Saskatchewan, The total Manitoba 
requirement for electrical energy in 1957 was about 
3,750 million kilowatt hours, virtually 2liVor when 
was generated from hydro-electric generating stations, 
In this period waterpower as a source of energy has 
generally retained ~osition, and continues to supply 
about 11 per cent of the province's over-all energy 
requirement. 

Wood: The use of fuelwood as a source 
of heat is disapvearing rapidly in this country and 
this province, particularly as technological change 
in the pulp and paper and anciliary industries has 
developed. Its use is currently limited to the 
hinterland or in remote areas relatively inac- 
cessible at present to the fossil fuel. 

Future Prospects: It is generally recognize 


that there is a close correlation between ener2dy 
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consumption and economic growth. (Sec, for example, 
Putnam, "Energy in the Future", Van Nostrand 
Company, 1953.) Satisfactory relationsaips on a 
regional basis are more difficult to measure, con- 
sequently the forecast presented kerein should be 
considered as simply an indication of the possible 
market magnitude. The forecast assumes a per 

capita increase in the consumption of all energy of 
about 3 1/2 per cent per annum, anc a populvion by 
1970 in the province based on Manitoba's submission 


to the Royal Commission on Canada's Uconomic 
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Prospects. Accordingly, we anticipa’ 
for all types of energy in the neat fifteen years 


as follows; 


Year EL Ops On Btu's 
1900 140,009 
- — ? aA / ym 
1965 foo; OGO 
1970 230,000 


This projection serves cimpiy to emphasize 
Manitoba's continuing interest as a iarge consumer 
of energy. 


PART C. INTERRELATIONSHIP OF ENERGY USE. 
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As & province with a basic consum 
and as one with vast untapped wateroower resources in 
the north, Manitoba 18 conscious of tne complexities 
and interrelaticnships of energy use in the market- 
place, either domestic ox international. We are 
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natural gas resources, the development of which is 

of very great concern to the Commission and to Canada 
at this time. We are perhaps more conscious of 
this, too, than other areas in Canada which have 
available to them a greater flexibility in the 

means of transportation, We are concerned about 

the dangers of an interim report based on a partial 
examination of the whole field of energy, particularly 
if any such report should result in a disturbance 

of normal market relationships through subsidies, 
GUObaS) Oretariiis:, 

To illustrate, it might be useful to dwell 
for a moment on the current position of the electrical 
industry in Manitoba. 

As indicated earlier, the hydro-electric 
sites most adjacent to the centres of load have 
been fully developed. To meet the growing require- 
ments of its customers in southern Manitoba, the 
Manitoba Hydro-Electric Board, a crown corporation 
of the Province of Manitoba, has turned to thermal 
Sources. Two generating stations are presently 
under construction, one of 132,000 kilowatt capacity 
located at Brandon will be in complete operation 
by the winter of 1958. The second station, under 
construction at East Selkirk, about twenty miles 
north of Winnipeg, will have an initial capacity 
of 132,000 kilowatts. It will be completed during 


1960 and 1961. Each station has been designed 
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to use coal, oil or gas with the minimum of in- 
convenience and cost. The entry of Manitoba into 
the field of thermal-electric generation in a 
relatively large way (City of Winnipeg Hydro Electric 
System has had a standby steam plant of 10,000 
kilowatts for some thirty-three years, the capacity of 
which was inereased in 1952 and in 1954 to 50,000 
kilowatts) has brought into recent and shar; focus 
in another manner, the province's landlocked 
position relative to the movement of fuels and its 
heavy dependence on the transportation media of 

this country. In every other province in Canada, 
there are alternatives to provide a degree of 
flexibility in the matter of fuel supply to thermal - 
electric generating stations which it has not been 
possible to achieve to date in Manitoba. We are 
irked that the cheapest transportation unit we can 
buy in the railway movement of coal is a carload 
when other major consuming areas are eivher able to 
move their fuel requirements by the bulk boatload, 
or have larze fuel reserves on hand from which to 
draw with relatively small transportation charges. 
Pits Lo permaces Hol @ mMavter of Girect concern 

Co your Commission, but it doés bear indirectly 

on your investigations regarding a national fuel 
policy. We in Manitoba, as with other provinces 

and regions, find that we feel the effects of a 


Metlonoal policy which nas produced a fairly rigid 
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| rail transportation network and pricing mechanism. 
An example of a possible danger which may ensue 
from this can be drawn once again from the area 
of fuel supply to thermal-electric generating 
stations in Manitoba, 

Canadian national policy has been directed 
often since Confederation towards mitigating the 
effects of the country's transportation handicap. 
Through national programs the costs of alleviating 
the burden imposed by our geographical limitations 
have been levied against the whole country, through 
the national taxing authority. The St. Lawrence 
Seaway is one of the most recent manifestations 
of this national policy. 

The Federal Government recently announced 
an extension of the subsidy on the movement of 
Alberta coal to the Lakehead for general industrial 
use in competition with imported United States! 
coal. As a further instrument of national policy 
to mitigate the effects of distance as outlined 
above, Manitoba and indeed all provinces are asked 
to pay their share of this subvention. It is 
possible, however, as a result of the St. Lawrence 
Seaway, and through the more efficient use of Great 
Lakes! shipping because of a better balance between 
up and down-bound cargoes, that the laid-down 


cost of imported coal at the Lakehead will be 


“Tae lowered, and that consequently the taxpayers in all 
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provinces will be called upon to pay piel. share 
of such additional assistance as may result from 
any increased subvention, This would amount to a 
“double charge" against the taxpayers, which would 
not be in the national interest, and would be at 
variance with the objectives of the seaway. 

We hasten to point out that this thought 
has been given only cursory examination, and con- 
sequently may not stand the test of rigorous 
scrutiny. There aopeared, however, to be suf - 
ficient merit in the possibility to offer it to 
you as one area of investigation, and one area where 
the implications of national poiicy sometimes may 
be rather ovlique, 


Mr, Chairman. I would like to read here 


The anomaly waich exists now as the 
result of this subventicn in so far as the producer 
of thermal-electric snezey in Manitoba is concerned 
is that the effect of the full subsidy on the move- 
ment of &lberta coal to the Lakehead, if used for 
thermal-elecetric generation, is to place the cost of 
approximately iO¢ per million Btu's 
less at Fort William than at Brandon or Sinnipeg, 
and this for energy whicn has travelled in the raw 
material form an add@iticaal four hundred odd miles. 
Now, obviously there are alternative fuels ava Li 
able to she thermal-electric producer in Manitoba, 


so that he is not directly injured by this situation. 
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We point it up simply to emphasize the complex 
nature of the entire field and the oddities that are 
produced when what might be termed normal market 
relationships are subject to adjustment. 

We are concerned too about some of the 
apparent inconsistencies in the matter of the 
export of energy generally which appear to require 
some analysis, analysis which we hope will be 
undertaken by your Commission, before the immediate 
matter of the export of natural gas is brought to a 
eonclusion. In this regard, but perhaps more as a 
suggestion of an area for study in the matter of a 
national energy policy, we now draw the attention 
of the Commission to a proposal made by Manitoba at 
the recent Dominion/Pzovincial Conference on Fiscal 
Relations, This relates to the interorovincial 
and perhaps international movement of electrical 


energy. 


presentation to the aforementioned Fiscal Con- 

ference said in 
"One important remaining area whsre....,.a 
national development policy cou.d be applied 

is in the electsical power field. in the entire 
southern half of our country, @ rapid growth 

in 


power requirements has almost exhausted 
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a) 


nearby sources of hydro-electric power and is 


foreing many areas to consider a muca 
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use of thermal power, Yet the northern haif 
of Canada still has very substantial hydro- 
electric power potentials, One has only to 
mention Mica Creek, Frobisher and the Rocky 
Mountain trench in British Columbia, the 
Saskatchewan Rivers in Alberta and Saskat- 
chewan, the Nelson and Churchill Rivers in 
Manitoba, the numerous streams running into 
Hudson Bay in Ontario and Quebec, and the 
Hamilton River in Labrador to emphasize the 
truth of this statement. 

"At the present time these power sources 
are not being developed because they are so far 
from our centres of population. Studies by our ow 

experts, however, indicate that if substantial 
blocks of the power available on the Nelson 
River could be brought to southern Manitoba, 
even the costly transmission facilities would 
eventually be highly economic. These studies 
show that a 75 per cent load would enable this 
northern power to compete with alternative 
sources, 

"In the ten to fifteen years peeaed to build 
the load up to this level, however, the carrying 
charges on these transmission lines would be 
so heavy that unless substantial government 
nedonwere Tortnconing, “our utilivies’ could 


not afford to finance them and would instead 
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be forced to turn to thermal power sources, 
Moreover, as additional thermal stations are 
constructed, their existence might serve to 
delay the development of these northern power 
resources indefinitely. 

EWE SUCCCS Ge csiewsn sale ee cies, Ue Ue 
Sound development policy in this field would be 
one in which your government would undertake To 
construct, in areas where they would become 
economic, long-distance electric power lines 
over which power could be transmitted on a toll 
basis -- the toll to be set at a level which 
would cover interest and carrying charges once 
the line was being used at 75 per cent capacity. 
In the meantime, during the period of demand 
build-up, the Federal Government would «meet 
these charges, If such a proposal were 
implemented, it is possible to visualize a 
vast electric power grid which would eventually 
be interconnected from the Atlantic to the 
PAC iL . 

"Such a policy would have many advantages. 
The construction of these transmission facilities 
by making possible the earlier development of 
the power resources in the north would give a 
sharp stimulus to the development of northern 
Canada. It would hasten the utilization of 


one of our remaining undeveloped natural resourceb, 
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a resource which is completely renewable and 
now simply runs to waste, With the Federal 
Government's role restricted to the ownership 
of the transmission facilities, the decision 
as to whether private or public interest should 
generate and distribute the power could be 
left in provincial hands, By helping to 
promote uniform standard of transmission this 
policy would ultimately facilitate the inter- 
connection of our many Canadian power 
SVSCOMS = ees sete’: iets He 

Subsequent, but preliminary studies of 
the development of a portion of the head on the 
Nelson River indicate that, if immediate markets 
could be found for substantial blocks of power even 
for relatively short periods, the annual cost per 
kilowatt hour of production is more attractive than 
the currently available alternative of thermal - 
electric generation. Such markets are not now 
available in southern Manitoba, but will develop 
in time, A reaching out beyond the boundaries of 
the province for markets either to the east, west, 
or south would improve, however, the time prospect 
of an economic venture. It is the expansion of 
the transmission network to the available markets 
which is the most serious handicap to the development 
of northern Canadian waterpower sites, a handicap not 


unlike that recently faced by the Trans-Canada Pipe 
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Lines Limited, 

In the matter of the development of markets 
for electrical energy we note that the attention of 
the Commission has been drawn to an apparent anomaly 
in existing federal regulation regarding the export 
of energy or its sources, That is that, with the 
exception of natural gas, a yearly permit must be 
secured from the Department of Trade ahd Commerce, 
tn the case of natural gas the regulation presumably 
provides for a longer period. We note also that 
representations have been made indicating an inability 
to secure authorization for the export of electrical 
enerzy . We note as well that the western coal 
industry has made re, resentations regarding its 
market j;osition among other thinzs. Manitoba holds 
no opinion as to the adequacy of the specific repre - 
RE ee which have been made, It does, however, 
suggest that there is something inconsistent in the 
current situation, particularly when it is related 
to the immediate question of the export of natural 
sas now facing your Commission. To illustrate hypo- 
thetically, if the export of natural gas is to be 
allowed without a change in the present policy 
relative to the export of power, the result could be a 
refusal to allow the power producer, say in Alberta 
or in Saskatchewan, to use natural gas or coal 
as a raw material in the manufacture of electrical 


energy for export, but an authorization to another 


‘ bs % 
“9 cate perf re oat iS , 
aS t yf Ase Sa i q 
p 4 oi 
is 7 
Alar » oe - 
ran te, sy hve abe . 
xt af 
Pane taee : " =! 
as DAG 
Dye a, re La : 
- F as ae 
Betas LUMENS | Ces Wea rare 
. A Be 
i teat 8 ot P25. bas 
a Es Siiuen ts Pe me) datas’ s4: har 
gre ig te @ as a 
e; A Tier NL « ” 
‘ | 
. at 3 
sa Naf . 
ae ROPE ; era Ti chit 
Bee fen he Bs 
x & 5 eae ey ee 
i 
’ ¥ 
Pie Phe nek ree re 
aoite Pee Seite) ee 
pe 
rato Sa 
Seen lis 
ie vais 
Taine Yee Aen erg 
is eds i : & AbD 
PM pi Ser ace 
‘ 4 al oe oe 
oe ' pe an 
ay ue be | 
‘ 
es es Hae: : es 4 ie 
: ss ‘ We Lay 
- sa \, acoe 
‘ gin su Ses woe 
rd 6 ni ied 
wi Ne / 
. . hi 


. 
Fae eVects REN tie atte F : 
gee iy nie Lin : 


| 
L. * 
»@ 
Ae 7 + 


we 


ea 9 
| * ‘\ i ¥ 

i) 92 4 eeucMeeoTs mean =") CR ey 
Aina tdd . aveeere a5’, ‘ 


) 370 ‘oy 2 4ROLTooas iC 4 
nm soyey my © , 
nd ‘1 a .oe2.0 
: samme 
A : here a. 


- 1 ry ; ¢ 
i - a . 
7 ‘{ i 
ru mM 1 
x zi 
fT r 
Js j . 
fe: D . 7 ' 
ad ow 
F x red + 

a ot oo 


3 4 
‘ 7%! ‘ 
ote ’ 
mad sl ‘i 
a ST 
. wi 


+ 
‘ 
te 
1 i i . 
wal 
ale 
i va fF 
ff fs ‘ 
5 1#) 
i ~ ws 
) 5 
Bra r oa 
es . ee 7 rad 
he “4 f 
iJ 7¥ 
; yy ry 
P. sot; ‘ 
f F oe : 5 tg ag $ 
¥ oy pela me eres mes os 


‘ cere 2 ke 
: : : pera tae 

; bit @ ' ‘ 

wat ° i as u 
4 eo Or 2 St Re aes ye 

‘. . ryt 
iy & \ Be ae aE 
ce Lge 
’ ' ee es . 2 
rfl 


ANGUS, STONEHOUSE & CO. LTD. 5 
TORONTO, ONTARIO 0041 


eroup to remove these resources from the ground 
beneath his generating station for use internationally. 
We hope the Commission will devote some or ts 


research and analysis to this question. 


~==§ short recess. 


MR. COWAN: PART D, SECTION 1. MANITOBA 
PETROLEUM INDUSTRY. DEVELOPMENT OF OIL PRODUCTION 
IN MANITOBA. 

The first oil well was brought into 
production in Manitoba in 1951 and since that date 


the recorded output has been: 


1951 11,000 barrels 
1952 LOY ,O00- barrels 
1953 656,000 barrels 
1954 Pus COO sbarreis 
1955 PS OOO parrels 
1956 5,700,540 barrels 
1957 6,089,000 barrels 


As pointed out in the introductory 
chapter this 1957 outjLut was eguivalent to about 
48% of the petroleum products consumed in Manitoba. 

Manitoba's oil production is, therefore, 
of a size which must not be overshadowed by develop- 
ments in the other prairie provinces. In 1957 
Manitoba produced almost as much oil és the whole 
of Canada produced in 1947. 

iy: Ownership of Mineral Rights: 

In any attemot to assess tne importance 
of oil production on Manitoba and its residents one 


sharp contvast with Alberta and Saskatchewan must 
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be kept clearly in mind. 

In Manitoba approximately 83% of the 
underrights are owned by private individuals or 
companies and only 17% are owned by the province, 
Consequently, oil well drilling and the buying or 
leasing of oil rights is very largely a matter 
between private persons or companies and those 
engaged in exploration and development. 

In contrast the Province of Alberta owns 
some 80% of the underrights in its area and in 
Saskatchewan the corresponding fizure is approximate- 
ly 65%. Furthermore, in the two western provinces 
a large proportion of the privately held underrights 
are owned by a few large corporate owners. 

Two vital consequences flow from this 
distinction, 

1. the Manitoba government is largely a supervisor 
and administrator of oil resources in its 
capacity as a representative of the people of 
the province whereas in Saskatchewan and Alberta 
the governments are very large owners of oil and 
gas lands who have a vital stake in the revenue 
to be divided from selling oil and gas or from 
leasing oil and gas lands, 

2. the person or firm engaged in exploration or 
development of oil or gas in Manitoba is ina 
position not unlike that of his opposite number 


in the United States who must make arrangements 
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with private owners subject to the regulations 
laid down by the state, Here again the situation 
is different in Alberta and Saskatchewan where 
the local farmer is usually involved only with 
respect to his surface rights and damage to 

his crops or his fences and buildings, but has 

no direct interest in the amount or value of 

the ol] produced, 

This state of affairs exists due to a change 
of policy by the Dominion in 1890, In the early 
settlements of the prairie provinces the generally 
accepted method of acquiring land was "by ‘taking uy a 
homestead", and the lands available for homestead 
entry were administered by the Dominion, At first 
a homestead granted to an owner carried to him full 
ownership of surface and underrights, But, by a 
Dominion Order-in Council, which became effective 
on January 11, 1890, homestead entries granted after 
that date covered the surface rights only. In other 
words, mines and minerals were reserved to the 
Dominion, which at that time administered Crown Lands 
in Western Canada. It is interesting to record that 
the hope was that the Crown would thus retain the 
ownership of coal and possibly metallic minerals. 
There seems to have been no thought that petroleum 
rights were of any importance, 

By 1890 the greater portion of Southern 


Manitoba had already been settled and consequently, 
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mineral rights were already transferred to private 


owners. Settlement in both Saskatchewan and 


Alberta, generally speaking, took place at a much 
later date and for most of those provinces under- 
rights remained in the ownershi; of the Crown. When 
Crown Lands were transferred in 1930 from the Dominion 
to the provinces there was still no realization of 
the large values represented by these underrights. 
which had been held on large acreagzes of homesteads, 

Consequently, when Manitoba acquired, in 
1930, the Crown Lands within its boundary it 
acquired the undéerrights in only a snail proportion 
DL LUS Sevutvled area, Tne balance of the under- 
rights had, many years before, been acquired by 
private owners. 

After 1930 attention was first directed 
toward mineral developments in the northern pre- 
cambrian shield area and although a number of 
attempts to find oil had been made it was not until 
June, 1947, that the first oil and gas reservations, 
nine in number, were issued in Manitoba. 

2. arly Exploratory Development: 

From June, 1947, to February, 1951, large 
amounts were expended under the reservations in 
question, both in exploration and drilling, but 
without success. In February, 1951, California 
Standard Company, the holder of the reservations, 


brought in the first commercial oil well in Manitoba 
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approximately twelve miles southwest of Virden. This 
was the discovery well located in what later became 
the Daly Field where there are now two hundred and 
four wells capable of production, of which one 
hundred and sixty-eight produced during March, 1958. 

In fucust,1053, uhe discovery well«in 
what later became the Virden-Roselea Field was brought 
Eni This well was the first flowing well in 
Manitoba and was located on the edge of the Town 
of Virden. The field now completely surrounds the 
town. In fact, there are thirteen producing wells 
located within the limits of the town itself. The 
field now contains two hundred and eighty-seven 
wells capable of producing, of which two hundred 
and thirty-eight produced during March, 1958, 

The success in the vicinity of Virden 
resulted in additional exploration, which finally 
resulted in the discovery of the North Virden- 
UeCaltiongreta, our mest prolific producer, contain- 
ing two hundred and forty wells capable of produc- 
tion, of which two hundred and thirty-one produced 
during February, 1958. 

In addition to the Daly, Virden-Roselea 
and North Virden-Scallion Fields, there are quite 
a number of smaller fields which with additional dril- 
lang willedevelop into: sizable fields’, 

Manitoba appears to have certain ad- 


vantages So fares’ production of crude oil is 
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concerned, namely: 

a ) Shallow Wells: Average well depths 
range from 1,750 feet in the Bekker area northeast 
of the Birden-Roselea Field to 3,300 feet in the 
former Lulu Lake Field. The word "former" is 

used there due to the fact that field has recently 
been abandoned. The largest part of the yproduc- 
tion is from the three major fields with average 
Jel] depths of from 2,000 feet in the North Virden- 
Bcallion Field, 2,100 reet in the Virden Roselea 
Field to 2,500 feet in the Daly Field. Wells of 
these depths can be drilled at a cost of between 
$30,000 and $40,000 compared with $100,000 and up- 
wards in areas where drilling depths are in excess 
of 5,000 feet. 

b) Quality of O11: The bulk of oil] produced 
to date grades from 31.0° to 36.0° A.P.I., which 
compares favorably with the best of the western 
basin crudes, 

c) Proximity to Market: The transportation 
of oil to market, even by pipeline, costs money 

and Manitoba being relatively closer to the consum- 
ing markets is in a preferred position, 

Manitoba was fortunate in that the Inter- 
provincial Pipe Line (constructed before there was 
any commercial production in Manitoba) runs practical- 
ly through the middle of the present potential oil 


area, with a pumping station at Cromer on the western 
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edge of the area to which the crude could be delivered, 

Most drilling done to date has been shallow, 
Of the one thousand, three hundred and forty-seven 
wells drilled up tothe end of 1957 only fifty had 
penetrated to the pre-cambrian, The discovery of 
ordovician and silurian oil in Montani. and North 
Dakota has stimulated interest in these deeper for- 
mations in Manitoba, 

There has been substantial completion of 
the drilling in the major fields and unless new 
pools are discovered it would appear that production 
will level off somewhere between six and seven 
million barrels per year. At the present time 
there are eight hundred and Seventy-three wells 
capable of production and seven hundred and forty- 
Six actually producing, The Canadian Petroleum 
Association in its submission to the Commission, 
February 7, 1953, stated that in 1957 Manitoba's 


erude production found markets as follows: 


Prairies 6% 
Ontario 43% 
Ursa. 51% 

Total. 100% 


SECTION 11. GEOLOGY. 

The Post-Cambrian sedimentary rocks of 
Manitoba are situated on the northeastern edge of 
the Williston Basin in the southwestern corner of 
the province. Paleozoic sediments of Ordovician 


to Mississippian age dip gently to the southwest at 
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approximately sixteen feet per mile towards the basin, 
These sediments are primarily carbonates. The | 
Paleozoic sequence is overlain. with marked unconfor- 
mity by Mesozoic sediments, of Jurassic and 

Cretaceous age, which dip less steeply to the south- 
west at about ten feet per mile, and consist largely 
of clastic sands and shales. Locally, flat-lying 
Tertiary sediments are present in the Turtle Mountain 
area, 

The entire stratigraphic succession has 
been subjected to Cenozoic erosion and especially 
Flesitocene glaciation which has progressively 
truncated the Ordovician and younger strata to the 
east, forming long linear north-northwest trending 
outerop belts partially covered by glacial and post- 
glacial deposits. All systems present in Manitoba 
except the Mississippian outcrop along these belts. 
Mississippian strata are buried by the over- 
lapping Mssozoic sequence, and are found only in 
the subsurface of the southwestern part of the 
prevince, 

Sedimentary rocks occur throughout approxi- 
mately 70,000 square miles in southwestern Manitoba. 
The sediments attain a maximum thickness in excess 
of 6,000 feet in the extreme southwestern corner 
of the province, and thin rapidly to the northeast 


due to both erosion and depositional thinning. 


—— To date oil production in Manitoba has 
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been obtained only from Mississippian rocks which 
underlie about 6,000 square miles in the extreme 
southwest corner of the province, The most important 
occurrences are found in the Daly and Virden areas 
where the oil occurs in the structural-stratigraphic 
traps in limestone beds of Lodgepole age. The 
primary control is structural, and the oil is 
located on gentle, irregular, anticlinai noses or 
ridges, The oil has been trapped at the erosion 
surface by a secondary anhydrite-dolomite zone 

that occurs at the tor of Mississippian. This 

zone is the result of weathering prior to deposi- 
tion of the Jurassic red beds, The weathering 

was also effective in increasing reservoir porosity. 
The secondary zone is very tight and impermeable, 
and forms an effective seal at the top oi the 
Mississippian throughout the Daly area and most 

of Manitoba and adjacent parts of North Dakota 

and Saskatchewan, 

The reservoir rocks in which the oil is 
found in the Daly area are predominantly fine to 
medium fragmental, crinoidal limestones which are 
in part biostromal in nature. No true biohermal 
or reef type deposits are known in the Mississippian 
of this area, In the Virden and other areas, 
eolitic to partly crinoidal limestones form the 
reservoir rocks, 


Several smaller oil accumulations occur at 
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Pierson, Tilston, Whitewater Lake, and Lulu Lake. 
These occurrences are similar to those in the Virden 
and Daly areas, 

Although no production has been obtained 
from the pre-Mississippian rocks of the province, 
production from Devonian rocks of Montana and North 
Dakota, and recent discoveries in Siluran and Or- 
dovician strata of North Dakota, North Central 
Montana and Southern Saskatchewan, indicate the pos- 
sibility of oil occurrences in equivalent formations 
of Manitoba. The Silurian and Devonian rocks of 
Manitoba are characterized by reef structures 
and zones of porosity; oil stains have been ob- 
served in some of the Devonian rocks. 

Large areas underlain by pre-Mississippian 
rocks have yet to be tested. The bulk of the dril- 
ling in Manitoba has been done in that area of 6,000 
Square miles, in the extreme southwest part of the 
province, where the Mississippian rocks overlie the 
Ordovician, Silurian and Devonian strata. Most of 
the wells drilled there reached only the Mississippian 
or Upper Devonian. Less than 20 of them passed 
completely through the Devonian and reached the 
Silurian, Ordovician or Precambrian. Outside of 
that area, about 55 wells have penetrated the 
Ordovician and/or Silurian. Most of these 55 wells 
also passed through the Devonian, where it overlies 


the older systems; most of them also reached the 
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Precambrian basement. All but 5 of these 55 wells 
(reaching the Silurian, Ordovician, or Precambrian) 

and a few others that reached the Devonian but not 

the underlying systems, are confined to a wedze- 

Shaped area, of about 20,000 square miles, bounded 

on the north by latitude 50° 45'N, on the southwest 

by the erosion edge of the Mississippian on the east 

by the boundary between the Ordovician and Precambrian. 

Hence in the total area of 26,000 square 
miles south of latitude 50° 45'N although many wells 
reached the upper part of the Devonian, only about 
70 wells passed through the Devonian, Silurian, or 
Ordevictans There are, furthermore, an-additional 
44,000 square miles, north of latitude 50° 45'!N 
and west of Lake Winnipeg in which only 4 wells have 
been drilled to the Precambrian, 5 to the Devonian and 
i to the silurian, 

Nothing is known of the oil-bearing 
potentialities of another area covering 25,000 square 
miles in the northeast part of the province, around 
Hudson Bay, where Ordovician and Silurian rocks 
GOVeErETe "the wrecambrian: 

In the extreme southwestern part of the 
province where Mississippian rocks are present, the 
overlying Jurassic and Cretaceous have been penetrated 
by all wells drilled into the Mississippian; con- 
sequently the Jurassic and Cretaceous have been 


more throughly tested in that area than have the 
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Devonian, Silurian and Ordovician. In the 11,000 
square miles of Jurassic and Cretaceous rocks east 

of the Mississippian erosion edge and south of 
latitude 50° 45'N a total of 100 (including structure 
test holes) wells have penetrated these systems. 
Forty of these are wells drilled to the Devonian 

and older rocks; the remaining 60 are mainly 
structure tests that did not pass completely through 
the Cretaceous and for the most part were drilled 

in clusters covering small areas. 

Throughout most of the 15,000 square miles 
underlain by Jurassic and Cretaceous rocks north 
of latitude 50° 45'N in the western part of the 
province, the Jurassic and Cretaceous systems have 
received little attention. The only exception is 
an area of about 1,400 square miles in the Duck 
Mountains where a large number of structure test 
hoses navel been idrilied: 

In some of the Jurassic and Cretaceous 
sections, lenses of porous sandstone interbedded 
with shale display stratigraphic relationships favor- 
able to oil accumulation. In Saskatchewan, major 
production is obtained from the Viking sand. The 
Ashville sand of Manitoba is correlative with the 
Viking but as yet neither the Ashville nor the 
Similar Cretaceous and Jurassic sands have yielded 


encouraging oil shows in Manitoba, 
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SECTION 111. EXPLORATION AND PRODUCTION, 


aR History of the Search for and Discovery of 
Oil in Manitoba (J.D. Allan - Exploration for Oil 

and Natural Gas in Manitoba): The first drilling 
for oil in Manitoba was undertaken in 1887. Prior 

to that time, in 1873, 1874 and 1880, the Geological 
Survey of Canada had drilled 10 wells for the purpose 
of obtaining geological information, primarily 

in regard to ground water supplies, and beds of 

Goal or other useiul minerals, 

In 1887 a Manitoba charter was granted to 
the Manitoba O11 Company, which drilled a well on 
the Vermilion River about 12 miles southwest of the 
town of Dauphin. This well reached a depth of 292 
feet when mechanical failure made it necessary to 
suspend operations for the year. In the following 
year, the drill was moved a short distance down 
the valley, and a second well was drilled to a depth 
of 743 feet, bottoming in the Devonian. No indica- 
tions of o11 or gas were obtained in these wells, so 
the company did no further work. 

Many of the wells drilled in the province 
prior to 1900 were in search of water, and the geo- 
logical information obtained was merely a by- 
product; most notable were those drilled by the 
towns of Rosenfeld, Deloraine and Morden to depths 
of 1,037, 1,943 and 601 feet, respectively. 

From 1900 to 1930, charters were granted 


to several companies interested in oil and gas 
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exploration. Many of these charters were cancelled 
with no wells having been drilled. 


In the 1930's there was a renewed interest 


in oil and gas exploration and several wells were 
drilled into the Palaeozic formations. Among these 
were the Dauphin, Commonwealth Manitou No. 2 and 
Lisgar wells. A well drilled near Neepawa for the 
recovery of salt brine provided valuable geological 
information. 

In 1943, the Manitoba and Saskatchewan 
Oil and Gas Development syndicate was formed which, 
in 1944 and 1945, drilled the Portage la Prairie 
No. 1 and the Gilbert Flains No. 1 wells to depths 
of 1,540 and 1,370 feet respectively. In 1947, 
Langford O11 Syndicate drilled the Langford No. 1 
well, near the town of Neepawa, to the Precambrian 
basement at 2,506 feet, the first well drilled with 
a rotary rig in Manitoba. 

In 1949, A.R. Coutts drilled the Brandon 
Coutts No. 1 well to a depth of 840 feet in the 
Lower Cretaceous. In 1949, Souris Valley Oil 
Company, Limited drilled two wells near Lyleton, 
Gordon White No. 1 to a depth of 5,160 feet and 
Robert Moore to a depth of 6,030 feet. Way- 
wasecapow Oil Company Limited drilled three wells 
in the vicinity of Birdtail: in 1936 -- Cleland 
Noel ecOgdedepuieGte yeu tCeu and Cleland No. 72 


to a depth of 928 feet, and in 1949 the Jean Cleland 
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No. 3°to a depth of 1,956 feet. In 1949 the 
Whiteside No. 1 well was spudded near Badger and 
reached the Precambrian at 615 feet in 1950. 

During 1950, the greatest total footage 
of any year to that date was drilled in Manitoba in 
search for oil and gas, Red River O11 Ltd. drilled 
two wells, Red River O11 No. 1 near Garson and Red 
River Oi1 No. 2 near Lowe Farm, to depths of 622 and 
953 feet respectively. This company also did some 
structural drilling in the vicinity of Lowe Farm, 
The California Standard Company drilled California 
Standard Hartney 16-33 to a depth of 5,138 feet, 

The Souris Valley O11 Company, Limited drilled 

the Downey No. 1 well near Lyleton to a depth of 
3,228 feet where it was suspended for the winter 
because of mechanical difficulties. Brandon Coutts 
No, 2 was drilled by Manitoba Gas and Oil Syndicate 
to a depth of 3,865 feet. Red-Man Oils Limited 
drilled four structural test holes in the vicinity 
Of Birdtaii", 

The earlier wells drilled in Manitoba were 
located on assumed structures or by non-scientific 
methods, In 194/, Brandon Exploration Company, a 
Subsidiary of The California Standard Company, 
took out several geological and geophysical reserva - 
tions on Crown mineral rights in the southwestern 
part of the province. Geophysical surveys were made 


within these reservations in 1947 and have been 
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continued each year since. Mostof the zeophysical 


work consisted of seismic surveys, but some gravity 


meter surveys were also made. .In 1950, Souris 
Valley Oil Company Limited made a gravity meter 
survey in the extreme southwest corner of the province. 
In 1950, geolozical and geophysical reser- 
vations were taken out by Imperial Oil Limited, 
Shell O11 Company, Limited, and Red River Oil 
Limited. Imperial O11 Limited and Shell Oi1 Company, 
Limited, made seismic surveys of these reservations. 
Many of the earlier wells drilled in 
Manitoba reported small "shows" of oi] and gas, 
but nothing of any consequence was noted. On 
November 16, 1950, five feet of oil saturated core 
were recovered from the Downey No. 1 well. This 
core was important because it was the best indica- 
tion obtained to that date of the presence of oil in 
the Palaeozoic rocks in Manitoba. The first recover- 
able oi1 in a significant quantity was obtained on 
January 20, 1951, from the California Standard 
Daly 15-18 well, 
as The Location and Extent of Present Oil 
Discoveries in Manitoba: Spurred on by the discovery 
well, Calstan Daly 15-18-10-27, drilling increased 
rapidly and by March 31, 1958, the following fields 


had been declared: 
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Discovery Well 


Calstan Daly 15-18-10-27 
(15-18-10-27) 


Calstan Tilston 
Prov. 5-32-5-29 
(5-32-5-29) 


Royalite Triad et al No, 1 
(16-14-1-21) 


Roselea 9-28 
(9-28-10-26) 


Calstan Whitewater 
12-16-3-21 
(12-16-3-21) 


Calstan Scallion Prov, 

3-11-11-26 
(3-11-11-26) 

Northern Pierson No, 7-11 


(7-11-3-29) 


B.A. Canadian Superior 
Woodnorth No, 1 
(3-33-8-27) 


Dome Harris Cox Ebor 14-23 
(14-23-9-29) 


Imperial Virden 5-9-10-26 
(5-9-10-26) 


McCarty & Coleman 
Routledge 3-33 
(3-33-9-25) 


Calstan West Butler 
1-31-9-29 
(1-31-9-29) 


Dillman-Plymouth-Kirkella 
No, 1-10 


Vanderschaeghe 13-17 
(13-17-9-25) 
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Finished 


Drilling 


12/1/51 


18/7/52 


6/12/52 


29/7/53 


17/9/53 


8/12/53 


28/1/54 


6/4/54 


31/8/54 


16/2/55 


25/5/55 


3/11/55 


15/9/57 


9/12-57 
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By the end of 1957, operations of the 


Lulu Lake Fields had become uneconomical and all 


wells were 


abandoned, 


Significant oil discoveries have been 


made in the following areas: 


South Regent Sec. 7 Two. 4 - Rge.2l W.P.M, 
Regent Secs.2]1 & 34 Twp. 4 - Rge.22 W.P.M. 
Waskada Sec, 18 Two. 1 - Rge.25 W.P.M,. 
Bekker SeECw se Twp.l10 - Rge.25 W.P.M. 
South Maples Sec. 26 Twy. 9 - Rge.26 W.P.M. 
Homestead Sees.29,31 & 32 - Twp.10 - Rge.26 W.P.M, 
West Scallion Sec. 30 Twp.ll - Rze.26 W.P.M. 
Coulter Be ed Two. 1 = hee .2y, Woe eM 
West Ebor Sec. 16 Two. 9 - Rge.29 W.P.M. 
Canart sec. 16 - Twp.ll - Rze.29 W.P.M. 
ae STATISTICAL SECTION. Manitoba Crude Production. 
Tables: 

Le Total wells drilled 1947 - 1957 


o Average well depth, by field or area 


Ss Classification of wells drilled, 1957 

4, New crude producers, by months, 1951 - 1957 

5. Number of wells and footage drilled, 1956 - 1957 

6. Crude production by fields, 1951 - 1957 

Ws Water production by fields, 1951 - 1957 

8, Crown Mineral Rights - Acreaze and wells to 

31/3/58 by fields 

9. Crude oil sales - freehold and Crown, 1951 - 1957 
10% Crude oil analyses 

Figures: (See original brief) 


dey Wells drilled, 1947 - 1957 

2. Footage drilled, 1947 - 1957 

3% Oil wells and dry holes, 1947 - 1957 
4 
5 


. Wells capable of production, 1951 - 1957 
° Crudenoid production, 195). =.1957 
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63 Average daily production - crude, 1957 
{3 Oil fields, pipelines, and potential areas in 
Manitoba 


Table 1: Total Number of Wells Drilled - 1947-1957 


Dry or 
Year Oil Wells salt Water Injection Total 


1947 - i h 
1948 = it 1 
1949 - a 4 
1950 - 4 h 
1951 =) ) 14 
1952 39 37 76 
noDS {0 25 ee) 
oS eb oe 307 
aN ee) 29 80 Boo 
1956 Bue 60 262 
1957 eae peo: 224 
Total 937 410 1,347 


At December 31, 1957, there were 846 wells 
capable of production, 89 former producing oil wells 
have been abandoned or converted to salt water 


injection, 


Pavplere? AVERAGE WELL DEPTH 
Field or Area Average Well Depth (feet) 
Daly a ig 8) @: 
Virden-Roselea Ce OO 
North Virden Scallion 2,000 
Bekker eg OO 
Coulter S98) 
Ebor 2,650 
Hargrave 2200 
Kirkella 2a 550 
Lulu Lake S500 
Maples 2,200 
Pierson 5, 500 
Routledge 2,100 
Tilston ie OO 
Waskada 356.00 
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Field or Area Average Well Depth (feet) 
West Ebor eerie lS 

West Routledge Cpl 

Whitewater 2,600 

Woodnorth 2. 500 

Table 3% 


CLASSIFICATION OF WELLS DRILLED - 1957 


FIELD WELLS 


Field O11 Dry S.W.D. Total 
Daly 3 ~ 1 4 
Virden-Roselea aT 8 3 48 
North Virden Scallion 54 4 4 62 
Routledge 19 e - ZL 
TLLsSton O° Re ae 2 
Totes ite 14 8 eee 
OTHER AREAS 
Wildcat 3 67 1 yeu 
Development CON ee _- 16 
liye 74 al! 87 
Total Lb g 88 9 224 
Table 4: 
NEW CRUDE PRODUCERS 
By Months /By Years 
1951 1952 1953 1954 1955 1956 1957 
January - - 4 re cull ai 1G 
February a 2 uf 15 eu 15 all 
March — 1 = 19 iter) sake ee! 
April 1 1 1 15 Curie i 
May = At - 3 19 6 3 
June - = 6 7 29 sik 21 
July zi S 6 15 25 Ome 
August - I 14 17 26 «618 9 
September a 4 4 12 26) 24 6 
October 1 5 g 20 32 «#3925 2 
November - { fia ar 19 as 3 
December asa 22 9 25 17 «21 13 
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Table 5:3 


NUMBER OF WELLS AND FOOTAGE DRILLED 1956 - 1957 


WELLS FOOTA GE 

Month 1956 1957 1956 1957 
January 23 29 54, O47 63,977 
February 19 24 45,880 56,050 
March 20 23 49,193 48,797 
April 3 : 8,169 - 

May a 15 23,080 32,203 
June 19 4d 42,176 05,021 
July og 26 57,394 Oily, 507 
August 30 Bul 70,064 52,867 
September 29 9 66,027 ARE eeu S| 
October 28 9 65,048 P3110 
November 31 12 69,840 28,062 
December 24 15 See 10) Boyce 
TOTAL 262 224 603,919 515, 849 


(See next page for Table 6) 
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Table 10: 


CRUDE OIL ANALYSES 
(Department of Mines and Technical Surveys - 


Analyses of Canadian Crude Oils ) 


Specific Gravity Sulphur Viscosity 
A.P.I. @ 609 F, & by weight S.U. ©100°% 
Daly 3350 ene 46 
Daly 32.4 be a a 46 
Virden-Roselea S342 1.43 48 
Virden-Roselea BIAS tele YY 
North Virden 3218 eer 46 
North Virden 34.4 TaN Sys 43 
Ebor 34.6 1.47 4d 
Kirkella OAT 2.28 93 
Lulu Lake 34.0 0,92 AS 
Maples 36.0 1.39 40 
Pierson 34.4 wae 4d 
Routledge See re (8) 47 
South Regent aa50 deez ©, 53 
Tilston 32.9 0.94 46 
Waskada 36.0 0.d2 39 
Woodnorth 8370 1.02 4d 


A comparison with Redwater Crude shows: 


Man, Virden- 

Redwater Composite Daly Roselea 

Gravity °A.P.I. 34.5 34.3 33.0 See) 
Sulphur W % 0.473 st yaif 1.47 ddpeie: 


These analyses indicate crudes very 


Similar to Redwater except for higher sulphur content. 


4, Proved and Probable Oil and Natural Gas 
Reserves: The present proved reserves of crude 
oil in the province have been developed. during 

the past seven years. The Department of Mines and 
Natural Resources has not prepared an estimate of 
reserves and accepts those presented by The 
Canadian Petroleum Association, although the 
Department is inclined to feel that the estimate 


of probable reserves is low because of conservative 
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Judgment applied to relatively limited data. 
(Canadian Petroleum Association 
Submission to the Royal Commission on Enerzy ~ 011 

and Gas Reserves in Canada) 


Crude Oil (barrels) 


Proved 34,258,000 
Probable 5,065,000 
Total 39,323,000 barrels 


Natural Gas (MMCF) 


Proved 2,993 
Possible 467 
Potaw 3,460 MMCF 


It is expected that secondary recovery 
programs will be applied to certain reservoirs in 
the province and will materially improve the 
ultimate recovery of crude oil from them. A 
limited water flood has been operating in the 
Daly Field for the past five years (inéluding the 
pilot flood period). The program has been success- 
ful in stimulating a substantial increase in 
production from the wells affected by the water 
flood in contrast with the normal sharp decline 
Shown by all other Daly Field wells, 

To date, no reserves of associated or 
non-associated free gas have been developed. 

The natural gas reserves shown above consist of 
Solution gas produced with the crude oil, usually 
in quantities insufficient to operate the treater, 


and could not be gathered and marketed. 
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a) Proved Reserves (Canadian Petroleum 
Association Submission to the Royal Commission on 
Energy -- Proved and Probable Oil, Natural Gas and 
Natural Gas Liquid Reserves.): In calculating 
proved reserves of oil, natural gas and natural gas 
liquids, the Canadian Petroleum Association Reserves 
Committee follows closely the principles established 
by the American Petroleum Institute's Committee on 
Petroleum Reserves, and the Committee on Natural 
Gas Reserves of the American Gas Association, 

The proved undrilled reserves in any pool 
include reserves under undrilled spacing units 
which are so related to the drilled units that there 
is every reasonable expectation that they will 
produce when drilled. As a zeneral rule in partially 
developed fields, only lateral and diagonal offsets 
to drilled wells are included, However, where the 
geological information is such that there is every 
reasonable expectation that undrilled spacing 
units further removed will croduce when drilled, 
such spacing units are included. 

In the case of new discoveries, both of 
new fields and of new pools in old fields, 
in which there is only one well drilled at the time 
of making the estimate, it is tne practice to use 
only one spacing unit for reserve calculations 
except where sufficient information is available 


to warrant taking in a larger area, 
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In a pool in which wells have been drilled, 
cased and found uncommercial after production tests, 
no reserves are estimated. 

Reserves which become available as a 
result of fluid injection are regarded as proved 
only after a thorough test by a pilot project, or 
after operation of an installed fluid injection 
procedure has actually demonstrated certainty of 
increased recovery. 

Hstimates or proved recoverable natural 
gas reserves are those calculated to be producible 
down to an abandonment pressure considered 
Draco eabie 

Reserves of natural gas liquids in respect 
to an oil field are included only when there is a 
plant in operation for the recovery of the liquids. 
In the case of a wet gas field, or a substantial 
gas cap overlying an oil column, reserves of natural 
gas liquids are included in the estimates whether or 
not there is a plant in operation. 

Experience has demonstrated that proved 
reserves calculated by these rules are less, overall, 
than ultimate recovery. 

b) Probable Reserves (Canadian Petroleum 
Association Submission to the Royal Commission on 
Energy -- Proved and Probable Oil, Natural Gas 
and Natural Gas Liquid Reserves.): Probable 


reserves of oil, natural gas and natural gas liquids 
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were estimated for submission to this Commission. 

The additional reserves included in these estimates 

result from the following: 

(1) Larger areal extent of proved fields, or the 
area assigned to discovery wells with relatively 
thick pay sections, which reasonably can be 
expected to produce on the basis of Zeological 
or Zeophysical information available, 

(2) Additional reserves which may become available 
as a result of fluid injection, Included in 
this category are reserves from fields where 
pilot plants have actually indicated the 
probability of additional recovery as a result 
of fluid injection, or where laboratory studies 
have indicated probable increases. In certain 
instances, increased recovery was only estimated 
for the area where plans have been formulated 
for fluid injection. 

Increased recovery from presently proved 
fields, The increased recovery is based on 
reservoir studies which indicate that more 
oil probably will be recovered, but such 
reserves cannot be considered in a proved 
category until substantiated by additional 
reservoir performance, 

D>. secondary and Assisted Recovery 

Methods: Shortly after the discovery of the Daly 


Field in 1951, it was realized that by primary 
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recovery methods alone a large part of the oil in 


place would not be recovered. 


During 1953, a 5-Spot water Pilot Flood 
was commenced in the Daly Field and has since been 
expanded to 16 water injection wells, The water is 
gathered from batteries throughout the Daly Field 
and injected after treatment. This flood has been 
successful in stimulating production in the wells 
affected by the flood in contrast to the normal 
sharp production decline shown b, other Daly Field 
wells. 

Studies for recovery stimulation in the 
other major fields are continuing. 

6. Crude Oil Field Prices: The field 
price of crude in Manitoba reflects generally con- 
ditions at Sarnia and the Manitoba field's location 
relative to this market via the Interprovincial 
Pipe Line Company system. According to the 1957 
Annual Report of Interprovincial Pipe Line Company, 
the tariff per barrel from Cromer, the point of 
delivery most adjacent to the Manitoba fields, to 
Gretna, Manitoba, the take-off point for delivery 
to Winnipeg refineries, was 12¢. The tariff per 
barrel from Cromer to Clarkson and Port Credit, 
Ontario, the present terminus of the pipeline is 56¢. 

The major oil companies post two prices 
for crude from the various fields in Manitoba, the 


| first 18 the price delivered in the field to the 
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Trans-Prairie Pipe Lines Limited System, and the 
second is the price when delivered into the Trans- 
Prairie Pipe Lines Limited system at Cromer. In the 
main, the field prices reflect net producer PeCuUurt, 
whereas the Cromer posted price contains an element 
of truck tariff which must be deducted to obtain 
the producer return, 

The table following indicates the changes 
in the posted price for Daly crude from late 1952 to 
the present. 

Development of Manitoba Crude Pricing 

Daly Field 

Effective Date Price Point of Delivery 
October 15, 1952 2.5/5 Intercrovincial @ Cromer 
December 21, 1952 2,515 iM 
March 19, 1953 Zoho " 
July 21, 1953 29835 ¢ 
January 14, 1954 2.70 Trans-Prairie System @ field 
October 15, 1954 2e0l B 
January 7, 1955 2.54 ‘i 


February 16, 1955 2.34 " 
January 16, 1957 2.52 M 


July 10, 1957 2.50 , 
August 30, 1957 2.46 4 
April 12, 1958 2,39 q 


The only thing I would like to make there, 
Mr. Chairman, is that you will note there is a 
very serious drop: January 7th, 1955, the price 
was 2,54 and on February 16, 1955, the price was 2.34: 
a drop there of 20 cents. ‘This was due entirely to 
the penalty for the sulphur content of the oil. 
Up to that time our production had been relatively 


Small, and companies had not considered it too 
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important that the penalty be invoked, but when the 
production did increase they invoked the penalty and 


it dropped 20 cents a barrel, 


Prior to the time that the Trans-Prairie 
Pipe Lines Limited gathering system went into 
operation on January 14, 1954, the field price 
Was posted by imperial O11 Limited for all crudes 
without distinction. This price reflected delivery 
into the Interprovincial Pipe Line Company system 
at Cromer. From January 14, 1954, when the Trans- 
Prairie Pipe Lines. Limited system went into opera- 
Gion the price of crude at Daly was based on 

| delivery at the field, while other Manitoba crudes 

refilecteds prices baced on Celivery into producer 
tanks at Cromer, with no distinction as to field. 

On November 1, 1954, the zathering system 
in the Virden-Roselea Field was completed and a 
price Tov cia, field wes, posted. 

In mid-February, 1955, Trans-Prairie 
Pipe Lines Limited established receiving facllities 
at Cromer for trucked crudes allowing various 
fields and areas to be distinguished. Prices were 
posted accordingly. 

Although Manitoba crude oil contains a 
higher sulphur content than Redwater, no sulphur 
penalty was imposed until early in 1955. At this 


time the volume of production reached a level where 


a it was reported as being no longer possible to mix 
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Manitoba crude with other crudes without effecting 
refinery processes, Accordingly and effective 
February 16, 1955, the Manitoba crude oil field 
price was reduced by a penalty based on a sliding 
scale of 2¢ per barrel for each 1/10 of 1 per cent 
Sulphur above 0.49 per cent. 

SECTION 1V. TRANSPORTATION, 

E ites Pipelines: There are four oil 
pipelines or pipeline systems operating in Manitoba -- 
Interprovincial Pipe Lines Company, Trans-Prairie 
Pipelines Limited, Winnipeg Pipe Line Company and 
a pipeline owned and operated by Anglo-Canadian 
Oils Limited. 

The movement of crude oil in Manitoba is 
from west to east and is shown on the Plan of 
Pipe Lines, Figure 1A. The Interprovincial Pipe- 
line enters the province nine miles northwest of 
Cromer pumping station. Manitoba's major oil 
producing areas and refineries are linked by pipeline 
with the Interprovincial Pipe Line and Manitoba 
crude oil enters this pipeline at Cromer pumping 
station. 

The Interprovincial pipeline is tapped 
south of Brandon to supply the Anglo-Canadian Oils 
refinery at Brandon. This pipeline is owned and 
operated by Anglo-Canadian Oils Limited, 
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which serves portions of the Daly, Virden-Roselea, 
North-Virden Scallion, Woodnorth, Routledge and 
West Routledge Fields. 

Winnipeg Pipe Line Company Limited tap 
the Interprovincial pipeline at Gretna and supply 
the Imperial Oil Limited refinery in the R.M. of 
Bast St. Paul and the North Star 011 Limited 
refinery in St. Boniface. 

Trans-Prairie Pipelines Limited (Applica- 
tion to Board of Transport Commissioners for Canada -- 
September 19, 1955, -- Trans-Prairie Pipelines of 
Canada Limited.) was incorporated under the laws 
of the Province of Manitoba by letters patent 
dated August 5, 1954, for the purpose of acquiring, 
constructing, owning and operating pipelines and 
gathering systems, 

In August, 1954, the company purchased 
from the Northern Development Company Limited the 
physical assets of an o11 pipeline put into operation 
in January, 1954. This line gathered oil from the 
Daly Hilelde term delivery Tom ocerprovincial Pipe 
Line Company's pumping station at Cromer. This 
Dipeline consisted of four, mites..of six inch and 
three miles of four inch main line, and three miles 
of four inch and three inch dlameter lateral 
viembines, 

mans Prairie Pipelines Limited operates 


in Manitoba, under "The Pipe Line Act" ("The Pipe 
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Line Act” -- Cap. 26 1954 S.M.). Throughput in 
1957 averaged approximately 14,352 barrels per day 
and, at the year end, the following Trans-Prairie 


Pipelines Limited tariffs were in effect: 


Rate in Cents per barrel 
(Trans-Prairie Pipelines 


From ie. mited - Local Tariff No.4 
Daly Area Cromer o¢ 
Virden-Roselea Area Cromer lig 
North-Virden Avea Cromer Lie 
Woodnorth Area Cromer 25¢ 
East Cromer Area romer 25¢ 
Routledge Area Cromer ee¢ 
Tank Truck Unloading Cromer 3¢ 


Winnipeg Pipe Line Company Limited (The 
Manitoba Gazette -- Vol. 79 No. 20 May 20, 1950) was 
incorporated under the laws of the Province of Mani- 
toba by letters patent, dated May 6, 1950, = Tureuch— 
put for the year 1957 was 9,027,000 barrels, an 


averaze of 24,732 barrels per day. The Winnipeg 


Pipe Line Company Limited operates under "The Pipe 


Line Act", The tariff in effect currently is: 
From gus Rate in Cents per Barre 
Gretna Winnipes 8¢ 


Interprovincial Pipe Lines Company report 
the following tariff in effect for Manitoba Points 
(Interprovincial Pipe Lines Company 8.0.C. no. 13 


and vt.C.Ce no. LO): 


From To EE ge eye 
Redwater Souris Junction 34¢ 
Redwater Gretna 38¢ 
Redwater Sarnia 66¢ 
Cromer Souris Junction 8¢ 
Cromer Gretna 12¢ 
Cromer Sarnia LS¢ 
Cromer St. Paul Park,Minnesota 28¢ 
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en TTUCkKeHaulace Approximately 2575 
per cent, or some 803,000 ieee of the petal bride 
o11 produced in 1957 was transported by truck to the 
truck receiving depot provided by Trans-Prairie 
Pipelines Limited at Cromer. Medium zravity crude 
from the Kirkella field in amounts of about 200 
barrels daily is trucked to the Canadian Pacific 
Railway at Kirkella and shipped by tank car to 
Husky Oil and Refining Limited at Fort William. 

The truck tariffs in effect at present 


are (Department oi' Mines and Natural Resources): 
' Rate in Cents 


From LG: per Barrel 
Daly and Hast Cromer Area Cromer 16¢ 
Virden-Roselea Area Cromer 25¢ 
North Virden Area Cromer 27-28¢ 
Ebor Area Cromer 16¢ 
Maples Area Cromer 25-28¢ 
Pierson Field Cromer 55¢ 
Routledge Area Cromer 28¢ 
South Regent Area Cromer 57¢ 
Tilston Field Cromer 50¢ 
Whitewater Field — Cromer 60¢ 
Woodnorth Field Cromer 18¢ 
Kirkella Field Kirkella 10¢ 


SECTION V1. REFINING AND MARKETING. 

1. Harly Supply: Manitoba has been, 
historically, a high cost area for petroleum 
products. lrrior to the discovery of ol] in 
Western Canada in 1947, Manitoba's requirements 
had to be hauled long distances from outside at 
high transportation charges. There were three 
small refineries in the province which used crude 


imported from Montana and Texas, but the bulk of 
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the province's requirement was imported in product 
form through the Lakehead from Sarnia and Montreal 
repinerles.. 

Following the discovery of crude at Leduc, 
Some ~roduct manufactured from Canadian crude began 


moving into Manitoba by rail from Regina, but the 
bulk of the province's needs still had to be brought 
in over the long lake and rail route from the east. 
Thesconstruction of the Interprovineial pipeline 
changed the situation. The pipeline made it 
economically feasible to construct local refining 
capacity sufficient to meet provincial requirements 
Ona bDalance, 

ee.) nefining-Capacity in Manitoba: 
Manitoba has experienced a remarkable expansion in 
refining capacity during the past ten years, largely 
due to the availability of crude oil and to the 
demands resulting from increased farm mechanization, 
the switch to automatic space heating, the increase 
in the number of motor vehicles,and industrial 
expansion, 

The following table shows the development 
Of crude wide capecityadn, Manitoba.: 


Manitoba Refinery Capacity (in barrels per day) 
Crude Crude Crude 
Year Capacity Year Capacity Year . Capacity 
1946 4,500 1950 7,800 1954 20,000 
LOL wt 500 1951 20,500 1955 29,800 
1948 4,500 1952 19,700 1956 29,800 
1949 =7,300 1953 eu, |b 7 35,200 


Department of Mines and Technical Surveys, Canada 1957 
Oil in Canada 


tw Pan oe he a | 
we Pees, 
& 
; ; 
. : ie? 
‘ 


PAn't > 
‘ , a 
A _ y 
a) ae » rat) 
1 dial ‘s = 
‘ rf 
TN) Py ~ 
: + ery 
Ph AM 
ws ie 
» Af ot ae es 
Sf ‘< 
be Fut 
iH oe 4 ; pS J 
4 Xf, tis+d * 
Ds ae de ee 
C , 
bas syat Ee $ p 
% 5 F 
i . 
pet Lh tata LUT Pr 
rea! ARI, es ‘ 
; SORA RRR «52 


cecuPpeicre 
caperee oF 


ANGUS, STONEHOUSE & CO, LTD. rom 
TORONTO, ONTARIO 6080 


Anglo-Canadian Oils Limited operates an 
oil skimming and cracking refinery at Brandon with 
a throughput capacity of 3,200 B/D. The thermal 
cracking plant has a capacity of 1,375 B/D. Tye 
plant also includes a catalytic reforming unit, 
Plans for 1958 include the construction of a 1,000 
B/D platformer and 50 B/D polymerization unit. 

Imperial Oil Limited operates a refinery 
in the RiM. of Hast St. Paul with a crude oil 
capacity of 18,000 B/D. The fluid catalytic crack- 
ing plant has a capacity of 6,000 B/D and plans 
for 1958 include the construction of a 3,150 B/D 
powerformer, 

North Star Oil Limited operates an oil 
refinery in St. Boniface, classed by the Dominion 
Bureau of Statistics as ‘complete", with a throuzh- 
put capacity of 12,000 B/D. The fluid catalytic 
cracking plant has a capacity of 5,000 B/D. The 
plant also contains vacuum distillation and catalytic 
polymerization units. Plans for 1958 include the 
construction of a 2,700 B/D catalytic desulyhurizing 
unit and a 2,700 B/D catalytic reforming unit. 

Radio O11 Refineries Limited operates an 
oil skimming refinery in East Kildonan. Crude oil 
capacity is shown as 2,000 B/D, but, at the present, 
it is believed the plant is not in operation. 

Product Sale in Manitoba: The demand for 


petroleum products in the Province of Manitoba has 
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increased most dramatically since the end of World 
War IL, Frelliminary ficures for the year 1957 
indicate a requirement of some 13,073,000 barrels, 
almost four and one-half times provincial con- 
sumption in 1946. One of the more significant 
features of this ~rowthn 18 the increase in the con- 
sumption of "middle distillates", This refinery cut 
includes tractor distillate, kerosene, stove, 
diesel, furnace and other Jignt fuel otis. This 
increase reflects the large share of the home 
heating market taken over by oi11 in the last few 
years as well as the extension of mechanization 
on Manitoba farms. The huge increase in the demand 
for ‘other petroleum products", including lubricat- 
ing olls and greases, aviation gasoline, heavy 
fuel oil, wax, asphalt, naphtha specialties and 
jiquified petroleums gas, indicates the growth and 
diversification of the Manitoba economy. The bulk 
of this increase is heavy fuel oil (Bunker "C") for 
railway and: industrial use, and reflects avail- 
ability as a result of the expansion in refining 
capacity. 

The table shown overleaf indicates the 
growth in petroleum demand in Manitoba since 1946, 
and is an aggregate of the crude equivalent to the 
products manufactured in Manitoba and those imported 
to Lnevproyince, 


Current Market Prospects: On the basis 
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of past trends, with consideration for such factors 
influencing the future as population growth, 
industrial development, motor vehicle use and the 
like, a projection has been made of the future 
petroleum market in the Province of Manitoba. 
Expressed in daily barrels of crude equivalent, this 


forecast is as follows: 


1958 38,000 
1959 40,000 
1960 42,000 
1965 53,000 
1970 63,000 


(See next page for Table 11) 
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SECTION V. ADMINISTRATION. 

1. History of Mineral Rights in Manitoba: 
Shortly after the Province of Manitoba was admitted 
to Confederation in the year 1870, extensive plans 
for the development and colonization of the newly 
formed Province were started. The first important 
Step was the establishment of a Dominion Land 
Office in Winnipeg which opened on the lst of 
August, 1871. The Dominion Government immediately 
proceeded to formulate schemes for the rapid 
settlement of the lands it had acquired under the 
terms of the Rupert's Land Act of 1868, One 
of the principal provisions of this Act provided 
for a guarantee that the Hudson's Bay Company 
would be permitted to retain its Trading Posts and 
that it would be granted a one-twentieth share 
of every surveyed Township of land situated within 
the Rupert's Land area for a period of fifty years. 
This accounts for the fact that within the Province 
of Manitoba the Company obtained title to 
1,263,960.94 acres of land together with all mines 
and minerals, except the precious metals. 

The next important step was to arrange for 
grants of land and to provide other assistance to 
the Railway Companies with a view to accelerating 
the construction of railways and branches, thus 
promoting a more rapid mode of colonization. This 


in turn accounts for the fact that the Railway 
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Companies obtained a total of approximately 
2,213,801.66 acres of land which also included the 
Mineral rishts.. 

In addition, legislation was enacted on 
the 25th of April, 1871, for the setting aside 
of 1,400,000 acres of land for every Half-Breed 
resident in Manitoba on the 15th of July, 1870, 
and every child of such Half-Breed resident was 
also entitled to participate in the Grant. This 
act was amended to conform with the Manitoba 
Act Grant and the allotment of Half-Breed porin 
was confined to the children of heads of Half-Breed 
families. Later it was necessary to add two 
additional townships of land to the tract of 1,400,000 
acres already set aside. These Half-Breed Grants 
included the mines and minerals as well as the 
Surface rights. 

subsequently, regulations were drawn up 
to provide for the following ty,es of free grants 
to individuals, Companies, Corporations and Coloniza- 
tion projects, viz: Manitoba Act Grants, Home- 
Stead Entries, Military Bounty Grants, Drainage and 
Swamp lands to the Province of Manitoba and a gift 
of 150,000 acres of lands as a means of providing 
funds for the establishment of the University of 
Manitoba, 

It was not until the year 1883 that interest 


was evidenced in the development of mines and 
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minerals and, on the 7th of March, 1884, an Order- 
in-Council was passed governing regulations applic- 


able to all Dominion Lands containing gold, silver, 


Cinnabar, lead, tin, copper, petroleum, iron, or 
other mineral deposit of economic value, with the 
exception of coal. As noted earlier in the brief, 
it was not until llth of January 1890, that an 
Act was assented to whereby the mines and minerals 
underlying all future grants, not covered by 
previous legislation, were to be reserved in favor 
of the Crown, Thus, much of the vast unknown 
reservoir of mineral wealth lying in the southern 
portion of the province had been disposed of by 
way of freehold grants before its importance and 
potential wealth had been recognized. The Commis- 
Sion should kee, this fact in mind when interpreting 
the following enactments, rules and regulations, 
particularly if such interpretation is to be 
made in the lizht of conditions existing in 
Manitoba and Saskatchewan, 

2. Administration of Mines and Minerals 
Frior to 1930: The mineral resources owned by the 
Crown in the Province of Manitoba were for the 
most part, administered by the Department of the 
Interior of the Dominion Government up to the 
time of transfer of the Natural resources to the 
PVP OVvincer onrJuly 15.) 1930. 


Prior to the llth January, 1890, lands 
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granted as homesteads or sold included the mines 
and minerals, On the 17th September, 1889, rezu- 
lations were approved for the sale, settlement and 
use of Dominion Lands in the Province of Manitoba 
which did not become effective until llth January, 
1390, 
Section 8 of these rezulations required that: 
"All patents form the Crown for lands in 
Manitoba shall reserve to Her Majesty, Her 
Successors and Assigns, forever, all mines 
and minerals which may be found to exist 
whether upon or under such lands, together with 
full power to work the same and for this purpose 
to enter upon and use and occupy the said 
lands or so much thereof and to such an extent 
as may be necessary for the working of the 
Said minerals or the mines, pits, seams and 
veins containing the same, excerpt in the 
case of patents which have already been sold or 
disposed of for valuable eccnsideration or 
for lands which have been entered as homesteads 
before the date upon which these regulations 
came into force.” 
In 1874 the Dominion of Canada granted to 
the Province of Manitoba certain drainage lands 
which were administered in a manner similar to the 
administration of the Dominion Government by which 


the mines and minerals were conveyed to the Patentee, 
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On the 10th June, 1887, an act cited as 
"The Manitoba Provincial Lands Act, 1887" was 
passed respecting the sale and management of 
Provincial Lands. This act covered all lands 
acquired or to be acquired by the Province of 
Manitoba, "whether earned under the Statutes of 
Orders-in-Council of this Province or of the 
Dominion of Canada relating to the drainage of 
Submerged or swamp lands, or the granting of swamp 
lands to this Province for public purposes, lands 
foreclosed under mortgages or acquired for arrears 
of taxes and all lands that may be or become vested 
in her Majesty for the use of this Province---," 
Under this Act all mines and minerals including gravel 
were reserved to the Crown in the right of the 
FoOvince. 

The Dominion Orders-in-Council and 
Regulations effective from July, 1905 and up to 
the transfer of the Natural Resources in July, 
1930 referred to in the Alberta Department of 
Mines and Minerals brief, also governed the 
administration of oil and gas rights in the 
Province of Manitoba. 

This Province first enacted a statute 
governing the disposition of mining locations and 
setting out "general rules" to be observed by the 
mining industry in 1913. This statute was "The 


Mines Act", Chapter 128 of The Revised Statute 
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of Manitoba 1913. This Act remained unchanged until 
1927 when power was granted to the Lieutenant- 
Governor-in-Council to make additional general 
rules; 

os Administration of Mines and Minerals 
After 1930: The following is a brief resume of 
the Acts and amendments affecting the administration 
of mineral lands in Manitoba which have been 
enacted by the Legislative Assembly since 1928, 
Those regulations adopted under these Acts which 
pertain to the oil and natural gas industry are also 
briefly reviewed, 

The Mines and Natural Resources Act 
Chapter 42, Statutes of Manitoba 1928, assented 
to March 9, 1928 created the Department of Mines 
and Natural Resources. This Act and an amendment 
thereto being Chapter 28, Statutes of Manitoba 1930 
also provided for the appointment of the officials 
necessary for departmental administration. 

In 1930 "The Mines Act" chapter 128 of 
the revised Statutes of Manitoba 1913 was repealed 
and The Mines Act" Chapter 27, Statutes of 
Manitoba 1930 came into force on July 15th sim- 
ultaneously with the transfer of the natural 
resources to Manitoba, This 4ct provided for the 
establishment of the Mines Branch charged under the 
Minister of Mines and Natural Resources with the 


management and administration of mines and minerals 
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and the carrying out of the provisions of the Act, 


Power granted to the Lieutenant -Governor- 


in-Council included the making of regulations and 


orders for: 

(a) the leasing of lands containing 
minerals: 

(bo) prescribing the land subject to 
Staking as minerals claims, quarrying locations, 
betroleum, coal, gas, or salt, 

The Act provided for the appointment of 
arbitrators to settle any dispute between the holders 
of mineral locations and the owners of the surface 
rights of such locations. A Mining Board composed 
of the mining recorder and resident enzineer of a 
mining division was created to settle all difficulties 
between licensees which may arise under the Act, 
Provision was also made that any person affected 
by a decision of the Minin. Board might appeal 
to a Judge of the Court of gueen's Bench. The 
Mines Act was amended by Chapter 25, Statutes of 
Manitoba 1933 providing that The Mining Board shall 
consist of "three members or such other number as, 
from time to time, the Lieutenant-Governor-in- 
Council determines......" 

By Chapter 41, Statutes of Manitoba 1951, 
the sections of the Mines Acts dealing with right- 
of-entry were redrafted to cover the problems arising 


Ge apresult of the drilling for oi]. The 
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responsibility of arbitration, between Caco) 
operator and surface owner where a4 disagreement 
arose over compensation, was vested in The Mining 
Board. Provision was made that the operator, 
"after sivine all parties affected, seven clear 
days notice thereof, could ajply to the board for 
rermission to enter forthwith Upon and use the 
Surface------ and the board may-+----~- grant the 
leave for which application is made upon the 
Operator providing Security sufficient in the Spin ton 
Of tne board. fo protect all rights and privileges 
of the owner and occupant thereof-----~-- : 
The Act provides (Section 25 (1) that 
the Board shall determine; 
(a) what portion of the Surface rights the operator 
requires for or incidental to the efficient 
and economical performance of his operations; 
(b) the exact location thereof; 
(c) the amount of the compensation that shall be 
payable and the person or persons to whom 
that compensation shall be paid; 
(d) what portion of the surface rights of other 
lands the operator requires to gain access 
to the land on which his operations are being 
conducted; and 
(e) such other conditions as the board deems necessary 
in connection with the granting of the rizht of 
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The Act also provides (Section 25 (2) 
that in determining the compensation, the board may 


consider 


(a) the value of the land for the purpose for 
which it is used by the owner of the surface 
rights irrespective of any enhancement thereof 
from the existence of minerals thereunder; 

(bo) the amount of land that may be permanently 
damaged by the operator's operations; 

(c) the adverse effect of the right of entry on 
the remaining land; 

(d) the compensation to be paid for severance; 

(e) the compensation to be paid for the nuisance, 
inconvenience, and noise, that may be caused 
Dypeol,arltsee rom. or in connection with, the 
operations; and 

(f) such other factors as the board may from time 
to time deem proper, relevant, or applicable. 

Chapter 41 Statutes of Manitoba 1951 
also provided for the appointment by order of the 

Lieutenant -Governor-in-Council of The Oi1 and Natural 

Gas Conservation Board consisting of not more than 

five members, Initially, power was vested in The 

Board, by regulation, to make orders relative to 

production, salt water disposal, and other con- 

servation matters. Such orders were subject to 
the approval of the Minister of Mines and Natural 


Resources. subsequently (Chapter 45, Statutes 
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of Manitoba 1955), the sections of The Mines Act 
dealing with The Oil and Natural Gas Conservation 
Board were revised and ,ower of The Board to make 
orders became part of the Act. 
Section 59 (8) of the Act provides that 
(8) Without restricting the generality of 
subsection (7) the board, with the approval 
of the minister, may make orders 
(a) respecting the designation and delineation of 
areas within the province as fields and pools; 
(b) respecting the designation of the area 
that shall be allocated to a well in connec- 
tion with fixing allowable production; 
(c) requiring the extraction of natural gasoline, 
other hydrocarbons, or other substances, 
from any gas produced where economically 
feasible; 
(d) requiring the repressuring, recycling, or pres- 
Sure maintenance, of any pool or portion thereof whkbre 
it is economical so to do, and for that purpose 
where necessary requiring the introduction or inje¢- 
tion into any pool or portion thereof of gas, 
air, water, or other substance; 
(e) requiring the storage in any underground 
formation, in accordancé with such terms and 
conditions as the board may prescribe, of 


any gas produced that is in excess of the 


a reasonable market demand, where it is 
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economical so to do; 

(f) requiring the disposal into an underground 
formation or otherwise, in accordance with 
Such terms and conditions as the board may 
prescribe, of any water produced; 

(2) providing for the control and regulation of the 
production of oll and gas by restriction, 
proration, or prohibition, for the purpose 
of giving each producer of oil or gas the 
Opportunity of producing or receiving his 
JUSL and equitable share of o11 or gas in 
BHe O00 1. 

Decisions of the Board are also subject 
to appeal by way of application to a Judge of the 
Court of Queen's Bench. 

The 1955 revision of the Act also dealt 
with several matters which had previously been 
included in the regulations or for which no pro- 
vision had been made. 

Section 62 of the Act provides that the 
Lieutenant-Governor-in-Council may designate any 
purchaser or producer of oil or gas to be a common 
purchaser from a pool. 

Section 63 provides that the Board may 
take possession of any well to enforce any order 
"for the purpose of preventing damage to an oil or 


gas producing formation, or to remove an undue 


hazard to life, property, or natural resources," 
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Part III of the Act, Sections 64 es 69 
inclusive deals with "Unit Operations" and 
provides that the Lieutenant-Governor-in-Council 
may authorize participation by the Crown in a unit 
operation, 

4, Regulations: After the transfer 
of the natural resources in 1930, oil and natural 
Paowithaadition to coal, oll Shale, and salt were 
administered under the Boring Regulations which 
provided for an application fee of $5.00 and an 
annual rental of .10¢ per acre, 

The minimum area of a Boring Permit was one 
quarter section and no person was permitted to stake 
out or apply for, except by assignment, an area 
greater than 1920 acres nor more than three separate 
and distinct locations in any one license year, 

The applicant for a Bording Permit had to 
be in possession of a Miner's License, 

Upon the holder of a permit proving to 
the satisfaction of the Minister that he had 
discovered coal, natural gas, Oil, oil shale, 
petroleum or salt or any one or more of such sub- 
Stances in commercial quantities upon or under the 
land included therein, the Minister could direct 
the issue of a lease to the permittee of the claim, 

The rental of such lease was $1.00 per 
acre per annum, payable in advance, 


The term of the lease was 21 years subject 
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to renewal for a further period of 21 years 
provided evidence was furnished to the Minister 
to show that during the term of the lease the 
lessee had complied fully with the conditions of 
Such lease and of the Regulations. 

Royalty on sales of products was fixed by 
Order-in-Council to be collected in such manner as 
might be specified by the Minister. 

The first provincial regulations dealing 
exclusively with oil and natural gas were adopted 
in 1947 and provided for the disposal of such 
rights by 
(a) Leasing 
b) Geological and Geophysical Reservations 
) Drilling Reservations 
d) Geophysical and Geological exploration 

) Drilling and production operations. 

Minor amendments to the above regulations 
were made in 1951, 1952, 1953, 1955, 1956 and 1957, 
but these amendments did not change the basic terms 
governing the disposition of oil and natural gas 
rights. The regulations under "The Mines Act" 
have been filed with this brief. A short summary 
follows: 

Disposition of 011 and Natural Gas Rights. 

Term: Leases are granted for a three 
year primary term and a six year secondary, Subject 


to renewal for successive periods of six years each 
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provided the Minister is satisfied that the 
productive Jife of the lease is longer than the 
original term of the lease, 

Rental: Rental for the primary term is 
50¢ per acre or fraction thereof and for the 
secondary term $1.50 per acre or fraction thereof 
provided, however, if commercial production is 
obtained the annual rental shall be 50¢ per acre, 
but in no case shall the annual rental be less 
than $1.00 for any one lease, 

Renewal: Where production is obtained 
and the Minister is satisfied that the productive 
life of the lease is longer than the term of the 
lease, he may renew the lease for successive 
Perilous Ob sie years.) lt production 1s nov 
obtained during the term of the lease the Minister 
may, in his direction, renew the lease for succes- 
Sive periods of six years at an annual rental of 
$1.00 per acre or fraction thereof, 

Area: sine area Anciuded in an oil and 
natural gas lease shall not exceed three sections 
or 1,920 acres and shall not be less than a 
quarter section of 160 acres, where available, and 
no person except by assignment, may acquire in any 
calendar year more than 9,600 acres excepting also 
where leases are obtained through geological 
and geophysical reservation. 


Tracts Surveyed and Unsurveyed: 
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Tracts applied for, shall: 

(a) where situate is Surveyed territory consist of 
Sections and legal sub-divisions of sections, 

(b) is unsurveyed territory be rectangular unless 
the boundary of a previously located tract is 
adopted as a common boundary and shall be 
Staked along its greatest disension and the 
length must not exceed twice the breadth, 

Installation of Machinery: Within 
one year from date of lease or such time as the 
director may order, the lessee shall have installed 
upon the lands described in his lease, suitable 
machinery for carrying on drilling operations and 
Shall immediately upon the installation of such 
machinery proceed with drilling operations. 

Offset Drilling: Where oil in paying 
quantities is discovered on lands adjacent to any 
leasehold and where in the Orinion of the director 
the producing of such oil may draw the adjacent land, 
the director may order the lessee to commence drilling 
operations on his leasehold to offset the producing 
well, 

Grouping: For the purpose of operation, 

a lessee, who has acquired two or more oil and natural 
gas leases may consolidate or group those portions 

of such leases as are situate with a radius of 
twenty-five miles from the well Side. 


The maximum area which may be included 


_ a ee 
iy 
Oe a tis 
: ov. 8S & SRUCNEHOre .SURHA 
Snarno .anneor 
' my oa 
an me 
Pfs FF ‘ 7418 TOUR S4 
’ 4 raha ‘waey 
; ‘a, vy") G oOo, Ss Give a he ’ 
we 
ny ‘| ae i bebn & 
r y fe 4 3 Gageh Me ta IO 
4 fxs Roe “ A 
We s ‘ cies lt ‘; yet ys 46 
¢ ‘ , T9595 ay ae .. +s) i 
i os 4 Spel 
te ag 5 = K . 
+o t 
+ ‘ wr 34 WU 
» 2 : ee Se . 
Be sad 4 ss AF 
} ‘Citi sa Te [ = 4 - 
4 4 x 5 Js pi : Msg a ® 7 
ote ee 
s+} anofs we 
5 ‘ as . 4 7 J oe 
7 Wd a » . - 
Sad | 
JFSaunN is (OL 
bth oe coat aS 
e > is T3 es 
: 4 he ~ hPa 
; Sk j a> ¥, 
ae 
< : . : she PS 2 " 
4 rn ‘ “ 
‘ ~ ’ es ; 
* . 
. aes ‘ Dead ees cr ot 
P : ne | 
7 s | ~ 
4 ; 
. rae ma Py an ’ Sih .4: air} 
‘ . .' ' 
rt Pe 
: 
hy . & 
{7 
j 5 
. . ’ 4 ? : de . 
Fae é * 
1% oe Ne : ar : i e 2 oF ae 
i . ; 
nee ‘ ol 
Pye SL? nba Ver 
sd _ it — 7 
y Pa 
if 
= : me : Ft Ds ¢ 5 
worn oe 3 iy : ' ties S 
F 3 < , 
ey : i bal ae 
vw : a it > + 
a Na -" s te “ 
Oe 4 "Es # ath a F oh 5 
‘! - Z i ae! yaad 
: vr) re 
- aa 
¢ 
“he ott en é ean ob. 
SN PS stad * 
7 ow su ' 
mani ) “1. 7 ‘ aay . a, 
rs NN a ral Pre 4 lank yee pee? ab Jirercin wad eh Bd 2: a8 
7 ’ re | ie \ A 
ie ye s f ae roi) ye : os Sis 
A ‘ Ketan ¢ pac s 4 * ‘ Sit 
’ { 
‘ Mit j 
. , : Z hi? “Dek re te Atte A) 
- ¢ t { ! 
roa } 
AE Ae noe Biber: : i cea re 
: By own Zs Fa ee 
- . 4 " 
j te | * ¢ i eG t 
: | 3 25 +3 
: n tt a Ss 286 Boe af fi d 
mi fim P Ks 
a ba M4 bic! - cae - 2 ’ 
‘ Sin ~ s 
Ps 7 ? ale Pee v re 
aya nee , BAST aE 5 ‘ 
aN Ti ates 4 ate Bas Sea art bn ~s vi 
" ty 
P rere st att 
“4 ! Cw , ui ~ii- 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6100 


in a consolidation or group shall not exceed thirty 
sections or 19,200 acres, however, where a lessee 
Suspends operations for more than six months with- 
out consent of a director such suspension shall 
terminate the consolidation or group. 

Establishment of Credit: A credit may 
besestablished in’ favor of a lessee for his ex- 
penditures in drilling and in geological and geo- 
physical exploratory operations, such credit to 
includes a fair allowance. tor depreciation, of 
machinery, but shall not include cost of machinery, 
casing used or any other extraneous expenses. 

Credit in Payment of Rental: 75 per 
eent of the established credit of 4, 1essee may, in 
the discretion of the director, be used by the lessee 
for a period not in excess of three years from its 
establishment, to satisfy the rental on any oil 
and natural gas lease in the name of the 
lessee within a radius of twenty-five miles of the 
well site, exclusive of each 160 acre area on which 
the presence of oil has been determined. The 
maximum area, the rental of which may be satisfied 
from established credit, is 35,000 acres, 

Contributory Credit: Where a lessee 
contributes, to the cost of drilling a well in un- 
proven territory, anportionyof \bheacredit so 
established may with the consent of the director be 


established in favor of the contributor in the ratio 
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which his contribution bears to the expenditure 
incurred in the drilling of the well. Such eredit 
may be used by the contributor to Satisfy the 
rentals due on any lease Standing in his name 

of which he is the sole beneficial owner and having 
a portion thereof within five miles from the well 
Sacer. 

Rights Acquired by Lease: A lease conveys 
to the lessee the right to oil, and natural gas, 
which may be obtained from the leasehold by usual 
process of drilling, but does not convey the oil 
Shale rights or the oil which may be recovered 
from shale by process of extraction. 

Surface Entry: Where surface rights are 
vested in some person other than the lessee, the 
lessee shall not enter upon the lands unless and 
until an agreement is made with the holder of the 
Surface rights or the provisions of the Act provid- 
ing for arbitration have been complied with. 

Assignment of Lease: The lessee shall 
not asSign, transfer or sublet any of the rights 
described in the lease without the written consent 
Ol the Ministertor cf an official on the Depart - 
ment designated by the Minister and such transfer 
Shall be unconditional. 

Royalty: The royalty levied and collected 
by the Crown on all products of any location acquired 

——|| under these regulations or under any regulations 


made by the Dominion of Canada prior to JULY, 1930; 
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shall be: 

(a) On all products other than natural 
gas, including all products obtained by separation, 
absorption, or any other manner, twelve and one- 
half per centum thereof if free and clear of any 
deduction whatsoever and where any products of a 
location, other than natural gas, are sold, until 
otherwise ordered by the Minister such sale shall 
include the royalty share of such products belong- 
ing to the Crown, and the moneys received from 
the sale of eae royalty share, shall be forwarded 
to the Mines Branch with the monthly return, and: 

(b) On natural gas consumed for some 
useful purpose or sold, twelve and one-half per- 
centum of the selling price or if consumed off 
the location twelve and a half percentum of the 
fair value, provided that in no event shall the 
royalty be less than one-quarter of one cent per 
thousand cubic feet of natural gas. 

A company or corporation desiring to acquire 
a lease, shall be licensed and registered under the 
Laws of Manitoba. 

Geological and Geophysical Reservations: 
Sections 44 to 63 inclusive of the regulations 
provide, generally, that, subject to the approval 
of the director, tracts of land may be reserved to 
applicants for the purpose of carrying on geological 


and/or geophysical examination, including any 


= pit le ys * 


cw : 
; 
; Sis, 
as oe 
ji 
fi 
ma) ae ; r> se Sevousuore epee 
ne aes =e j 
Srmatreg VwGals f 
*7 “te 
¢ 
{ 
| 
A ae ae es ti 
i zi - ‘ - sor tp 
ey Seite “ISS : ee ay 
‘ ri : es P e: Cy Pea eh Mee 1 : 
ras oF 3 2 Be: {| ba D TROLS 9 OH 
oS im he Phy os By Yawk “ae Eo * . 
' 
rr, ; eae ea eea’ SF ont 
é ie Pe ee : ae SENibs : af 
F +12 Kies me a ne, ee S 
- Cd a" Y- ee Rae be 8 5 ee 8 AT ede DID 3 
- . 
' 
I 
| 
Sit ‘ my, ono cae Tee: it 
* , a % Aw Bay 4 whe 4 a $4 ey” Theil oh, \ 
’ epi: ry ba, i 
\ ai ‘a i 
: Pi eae a3 4 i ONGs See ie Fs: i by 
: +c ' Fag i ets 4 , 
L _ r ie Sern OP ne a eee On ATi at a “ . 
» 
¥ 
mae ks ; ‘ Pe Yo pez ~ 7 
f 2 SRS FSIS BE IRESD te, ieee BO Jeti i 
| 
rt om pie phos ii *3 } 
M BAS Dag Sp cae a See SER Sh aee eee ® > 
rj f ay i 
‘ oh ts | : 
Py » . ee ee 
a ee i pe & "eee PRA el ee OF : oF Sane 
y 3 a) r le it e + 1. - 
H < : inch : 4 ' Ad hes & Ky re ea 
; 
re is oll ee LS : ay r - “e 
$i IP his a rp a ae Da biniad bee " 
| 
: 
y+ Nae 3 f 7 re art yi 
He Aa t a- ; tr ‘sr, AG FAL - | : 
» ; 
: : f “4 Brad ( i PLEVO"T 
: } oy ee TES ‘ _ | 
f Se Pata ae A “ 
ig \ 
- ; ie ew wig 6. a : fm Je) | 
4 ; 
| 
yee eS ee rh Vm 22.BNG 5 gl 6 li 
t= ge, Gh, 7 yh, “sf : 
ie ae Ee ay PSA ss 
¥ “ 
i e . A b+ - te ia 
4 baad Lin t i vid y ah hs eet Ne | 
5 » oe ' . 
tae A ~ vty Ay ot FA ded ee EL es . thd aa 4 
> " : = aS | f f° aiey « ee 7 
by ge ¥ m eS 1 oe aa) ae Es ‘ in oS AN de er Pe ee | : 
Vi 
{ 
y: 
' ' tHe 
Le | 4 5 % eho ¥, Mae 2 Ae TS, 
yn o i Shea LA ee 
y's 
; rf ‘ ar ‘ ; 
4 vy 
: 


ANGUS, STONEHOUSE & CO. LTD. - 
TORONTO, ONTARIO (oyl 03 


investigation relating to subsurface geology provid- 


ing satisfactory representations are made that the 


prospecting programme is such that the information 
to be obtained will be of value. 

Drilling Reservations: Sections 64 to 
89 on the regulations provide, generally, subject 
to the approval of the director, tracts of Lands 
may be reserved to applicants for the purpose of 
carrying on investization of the subsurface geology, 
by methods used in drilling wells for the production 
of oil and natural gas, provided satisfactory 
representations are made that the prospecting 
programme to be undertaken is such that information 
to be obtained will be of value. 

Geological and Geophysical Exploration: 
Sections 91 to 106 inclusive relate to the licens- 
ing and regulations pertaining to this subject. 
These regulations provide for the issuance of 
licenses, renewals, the submission of detailed 
reports on expenditures incurred, data on the 
Subsurface explored, cores, Samples and so on, Subject 
to the approval of the Minister of Public Works 
with regard to trunk highways, and the Municipal 
Commissioner in regard to other roads, the director 
(of the Mines Branch) may grant licenses to enter upon 
and use public road allowances for the purpose of 
drilling shallow holes for Seismograrph, Surveying 
and structural mapping with standard light portable 
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Drilling and Production Operations: 

Part IV of the Regulations under The Mines Act 

for the Exploration, Development and Production of 

Oil and Natural Gas in Manitoba applies to every 

WelJeinethesrrovince waichn iss 

(a) being drilled for the purpose of searching for 
OPLoDtalning od land natural @ass, or 

(ob) producing or capable of producing any oil and 
natural gas; or 

(c) drilled to a depth of more than five hundred 
feet regardiess of the purpose for which it 
is. being, driijved. 

Licensing of Wells: Secu Lon 1O/ to. 118 
inclusive of Part IV of the Regulations under The 
Mines Act relate to the licensing of wells. No well 
May be drilled without a licence issued by the 
Director of Mines, and application for a licence 
to drill a well may be made only by a person or 
company entitled to the oil and natural gas. If 
the well is to be drilled for some other purpose, 
the applicant must have the right to drill such a 
well... Appisjcation for a licence to drill. a well 
must be made to the Chief Mining Recorder, accompanied 
by a fee of $25.00 payable to the Provincial 
Treasurer, and the licence issued by the Director 
of Mines. 

The proposed well location must have 


been surveyed by a competent surveyor or engineer 
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and plans of the survey, endorsed by the applicant 
and the surveyor, must be submitted with the applica- 
tion. The survey plan must show the proposed well 
Site in relation to an established land survey 
monument and the boundaries of the spacing unit 

in which it lies. It must also show rights of way, 
buildings, rivers, lakes, existing wells and distance 
to wells on offset leases, 

A well may not be drilled within 330 feet 
of any right of way, dwelling, school or church unless 
the Director of Mines considers such a condition 
pudeit ved yo Drtliing in che’ proximity tof a coal 
mine would be permitted only after the Director 
of Mines is satisfied that reasonable precautions 
have been undertaken to protect any mining and the 
O21 Operation sfvonsharmn ; 

Hefore wa aicence for 1a welltis issued, 
the applicant must have deposited with the 
Provineial Treasurer, a performance bond not in 
excess of $2,000 for a well to be drilled less than 
1,000 feet in depth and not in excess of $5,000 
for a well to be drilled in excess of 1,000 feet in 
depth, This deposit is refundable only after the 
well has been placed on production or abandoned to 
the satisfaction of the Director of Mines. 

A well licence may be cancelled or 
suspended by the Director of Mines for a contra- 


vention of these Regulations or when drilling has 
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not been commenced within 90 days from the date 


the licence was issued, 


The normal well spacing is one legal sub- 
division in surveyed territory and 40 acres in 
unsurveyed territory. 
To obtain a production allowable based 
on the area of the spacing unit, the well must be 
completed within its target.area, In the case of 
a one legal sub-division spacing unit, the target 
area is the central ten acres with a side dimension 
of 660 feet. If a well is completed outside its 
target area, the area from which the production 
allowable is based will be an area less than the 
Spacing unit and determined in accordance with 
Section 212 of the Regulations, 
Testing of Wells: Certain basic 
information is required by the Director of Mines 
on all wells drilled in the Province. Among other 
data, the Director of Mines requires that 
(a) rock cuttings and cores, as specified by 
the Director of Mines, be taken on every well 
drilled; 

(b) electric logs or other suitable logs be run 
on every well drilled when ordered by the 
Directorsof Mines: 

(c) tests at 500-foot intervals be run on all wells 
being drilled to determine the amount the 


a hole deviates from the vertical; 
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(d) fluid samples from drill stem test recoveries 
on wildcat wells be taken and submitted to the 
Direcuor of Mines. 

Approval of the Director of Mines is 
required where a group of wells are operated as a 
battery and the individual wells are not produced 
into separate storage facilities and the produced 
fluids are commingled before measurement and each 
well must be individually tested at intervals. 

A representative sample of oil, gas and 
water is obtained from every oil pool and analyses 
secured, 

Most companies do more testing and analyses 
than the Director of Mines requires and copies of 
such additional information are made available 
to the Director of Mines, 

Well Records: The Mines Branch keeps 
records and statistics on all aspects of the 
licensing, drilling and production activity for all 
wells driiled in tne Province, 

THE PIPE LINE ACT, The Pipe Line Act 
is under the administration of the Department of 
Mines and Natural Resources and governs the construc- 
tion and operation of oil pipe lines contained 
wholly within the province but does not include 
pipe lines from a well to a separator or to a tank 
of tank batteries, nor gas pipe lines. 


Crude oil pipe lines are those constructed 
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or being constructed for the transmission of oil 
from the various oil fields to interprovincial pipe 
lines or from interprovincial pipe lines to refineries, 

Before construction can be commenced, an 
application must be made to the Minister of Mines 
and Natural Resources indicating the proposed route 
and giving specifications of the pipe etc., copies 
of the application and plans are also filed with 
the Minister of Public Works, Before granting a 
construction permit the Minister considers any recom- 
mentions of the Minister of Public Works, 

If the permittee is unable to acquire 
the interest in the land required for the pipe 
line by contract with the land owner he may obtain 
an order of the Court of Queen's Bench made under 
The Manitoba Expropriation Act and this Act, 

On completion of the pipe line, the 
permittee makes an application to the Minister of 
Mines and Natural Resources for an operating licence to 
Operate the pipe line after having filed in the 
appropriate land titles office a plan of the right of 
way of the pipe line, 

section 23 provides that the Lieutenant- 
Governor-in-Council may make an order exempting a 
pipe line or parts of a pipe line, not exceeding 
in any one case ten miles in length from certain 


provisions of The Pipe Line Act. 
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Section 24 requires approval of the 
Minister for alterations, additions or extensions 
to any pipe line. 
Conditions for construction of pipe 
lines carrying water required for operations 
conducted in fields for secondary recovery, water 
injection or disposal schemes are dealt with under 
the Act in the same manner as oil pipe lines, 
Section 22 provides for a pipe line to 
be declared a public carrier by application to 
the Minister of Mines and Natural Resources and 
the Lieutenant-Governor-in-Council may make an 
order declaring the pipe line to be a public carrier 
and subject to the provisions of The Municipal 
and Public Utility Board Act applicable to a public 
UELLLG Vs 
The Mineral Taxation Act: The Mineral 
Taxation Act, Chapter 19, Statutes of Manitoba, 
1954 applies to crude petroleum oil rights held in 
fee simple in the Province and provides for the 
assessment and levying of a tax on crude petroleum 
oil in producing areas at the rate of 8 mills on 
each dollar of assessed value. The value is 
computed in accordance with the following schedule: 
"1, The fair actual value for the purpose 
of assessment in any year of the crude petroleum 
Cl iaemOn woreunuer., icone land oreine Luded: in 


the unit of minerals, allocated by the Minister 
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to a well producing crude petroleum oil, shall 
be one and one-half times the value at the average 
field price during the first three months of 
the year in which the assessment is made, of all 
crude petroleum oil produced from the well during 
the next preceding year, 
ee Where a well naar palinee crude petroleum 
oil for part only of the next preceding year 
the production of crude petroleum oil for the 
next preceding year shall be deeméd to be the 
amount which the well would have produced 
had it been producing for the full year at 
the same rate as it produced during the part 
of the year it was in production." 
Where the owner of the freehold mineral right 
has granted a lease, it is customary for the lessee 
to reimburse the mineral owner for seven-eighths 
of the producing area tax, The only mineral in 
Manitoba affected by the producing area tax is oil. 
The Act provides that after an assess- 
ment has been made, the assessment roll be posted 
in specified places in the producing districts and 
in Winnipeg. Any owner whose minerals have been 
assessed has the opportunity to appeal to the 
Municipal Assessment Equalization and Ajypeal 


Board. 
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Producing Area Mineral Tax 


1954-1955 $45 , 800 
1955-1956 64, 390 
1956-1957 118,334 
1957-1958 162 , 328 

$390, 852 


The tax for the fiscal year 1957-1958 
averaged 3.41 cents for each barrel of oil produced 
from freehold mineral rights. 

The Oil] and Natural Gas Conservation Board: 
The Board regulates the rate of production of all 
oil wells in Manitoba and seeks to do so on the 
basis of sound engineering and economic practices 


and with the intent of preventing: waste, conserving 


oil resources, and maintaining equity. 

Maximum Permissible Rates: During 1951 
the Board adopted the Alberta MPR formula on a pool 
basis. The M.P.R. of wells in a pool is based on 
the estimated recoverable reserves of the pool and 
the rate at which these reserves may be recovered 
through the average well without damage to the pool 
or waste of reservoir energy. 

The following M.P.R. orders are in effect: 


Maximum Permissible Rates 


Allowable 
Field BLO.) et leGulve Date 
134 Daly Vis Mareh 1, 1955 
144 North Virden Scallion 70 June 1, 1955 
164 Woodnorth 4s June 1, 1955 
194 Ebor 35 December 1, 1955 
224 Virden-Roselea 60 December 1, 1955 


254 Maples 34 June 1, 1956 
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Maximum Permissible Rates: Continued 


Allowable 

Field BVO, De nirective, Date 
26A Pierson 37 June 1, 1956 
274 Routledge 60 June 1, 1956 
28A Tilston 36 June 1, 1956 
298 West Butler 85 June 1, 1956 
30A Whitewater 35 June 1, 1956 
314 Other Areas & New Fields 50 March 1, 1958 
32A Kirkella 60 April 1, 1958 
33A West Routledge 60 April 1, 1958. 


Field Areas; 
Certain areas in the province containing 
Oil pools have been declared as fields and the 


following Field Orders are in effect: 


Field Effective Date 
OF Whitewater April 2, 1954 
SF Pierson October 22, 1954 
OF Woodnorth October 22, 1954 
ter Ebor March 1, 1955 
16F Tilston August 1, 1955 
OOF West Butler May 1, 1956 
27F Daly Aprile 957 
oF Maples Apri el 2057 
30F Virden-Roselea Boral 1, 1957 
32F Routledge August 1, 1957 
33F North Virden Secallion January 1, 1958 
34F Kirkella March 1, 1958 
35F Lulu Lake Cancellation March 1, 1958 
36F West Routledge March 1, 1958 


Salt Water Disposal: Early in the develop- 
ment of the oil fields production of salt water 
with the oil became a serious problem shown by the 
following table: 


Oil Produced Salt Water Pro- Salt Water In- 


(bbls, ) duced DbIS. jected (bbis. ) 


1955 4,145,757 1,789,445 981 , 807 
1956 5,786,540 3,990,598 3,741, 865 
1957 6,089,743 6,279,926 6,042,525 


To control the disposal of this salt 


- 
os t 


Ad 7¥o tne” 


esi) 


as 


nasetid ‘anh Wd tw 


wigs 


: ofded 


at die an ie svbowt” a0 we 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


6113 


water the following board orders are in effect: 

1 SWD - requires that the operator submit a clan 
of salt water disposal to the Board within 
three months of a well going on production. 

2 SWD - deleniates a restricted area in and around 
the Town of Virden within which no surface 
disposal of oil field wastes is permitted. 

4 SWD - provides for surface pit disposal under 
permit, disposal underground or quantities 
in excess of 100 barrels per month per 
battery and prohibits spillage on the sur- 
face or into any body of water. 

Well Testing: 

2 WT - provides for test production of not more 
than 1,250 barrels during the first five 
days well in on production, 

4 WI - provides for a further 5-day test period, 
upon application, after a major recon- 
ditioning of a well. 

Well Casing: 

2G - provides for surface casing to be set 
100 feet below base of glacial drift with 
a minimum depth of 300 feet below surface 
and cement returns, 

General Order Go allows for underproduc- 
tion of oil to be carried forward and limits cumu- 
lative overproduction of wells to less than 10 per- 


cent of the monthly allowable, 
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General Order G3 qualifies Order No. Go 
So aS not to include wells shut down by Board Order, 

Field Inspections: In order to keep in 
touch with the widespread oi1 development in 
the province a field office has been established 
in the Government Resources Building at Virden, 
This office is in charge of a District Petroleum 
Engineer and the establishment provides for 3 
Petroleum Engineers, 1 Field Engineer, 1 Field 
Technician, 1 Laboratory Assistant and 1 Clerk 
Stenographer. 

The field staff by frequent inspections of 
drilling operations, wells and production equipment 
determine if the Board requirements are being 
complied with. 

Well abandonments are witnessed and the 
lease examined to see that the land surface has 
been cleaned up and levelled, 

In addition the ficld staff collects and 
processes a large amount of information on drilling 
and completion of wells which is forwarded to the 
Winnipeg office. 

MR, MOFFAT: PART E, INTERNATIONAL AND 
INTERREGIONAL MOVEMENTS OF ENERGY. Movements 
of fuel between one region and another either 
across provincial boundaries or across the inter- 
national boundary are of great significance to 


Manitoba, Our limited local energy sources form a 
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small part of total energy consumption in this 
province. For this reason we have been vitally 
interested in the supply of fuels from Alberta and 
Saskatchewan which were traditionally a large 
Source of coal and have now become relatively an 
even larger source of oil and gas for Manitoba. 

It was this situation which caused Manitoba 
to take an early interest in tne policies of the 
Alberta Government wit: respect to the release of 
oil and sas for shipment eastward. In 1949, the 
Manitoba Government made a submission to the 
Petroleum and Natural Gas Conservation Board of 
the Province of Alberta, That brief outlined in 
@ seneral way the proposition that natural gas 
alone rarely determines the loration or an industrial 
plant, but that the availability of gas coupled 
with other circumstances can be a very important 
element in industrial development. The essential 
point made at that time and continued ever since 
is that Manitoba wants Zas available at the 
minimum economic rate, Possibly the most important 
consequence of the availability of abundant Supplies 
of natural gas will be the Stabilizing influence on 
the price structure of fuels in general. For 
these reasons Manitoba, as a matter of broad 
general attitude, has favored a relatively un- 
restricted movement of enerey raw materials across 


provincial and international boundaries, 
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On the question of exports of energy in any 
of its forms we have an open mind. As stated at 
several points in this brief our primary concern 
is that Manitoba should be assured of adequate 
Supplies of the various fuels at reasonable prices. 
We are not in a position to judge the adequacy 
of the reserves which are available, but if the 
federal authorities are satisfied that the reserves 
are sufficient to assure supplies for the foresee- 
able future then we are not opposed to exports. But 
we do feel that exports should not take place at 
prices which in effect call upon consumers in Canada 
to subsidize consumers in the United States. Without 
discussing the full details of pricing arrange- 
ments which might arise we wish to go on record 
that any export contract using pipeline or other 
facilities which are also used for sales in Canada 
Should not be approved unless it can be demonstrated 
that the prices and pipeline charges on the export 
contract are high enough that they cover the costs 
of the item exported and make some reasonable 
contribution to the overhead costs of the industry 
and the transportation agencies involved. We 
feel that this aspect of all export contracts should 
be open to investigation by whatever agency has 
responsibility for approving transportation charges 
within Canada, This ;rotection is especially 


necessary when the contract is one covering a long 
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term of years or one involving Canadian and American 
companies with corporate, financial or personal ties. 


On the question of imports of petroleum 


and its products we hold strong opinions. We of 
Manitoba are opposed in principle to any suggestion 
that imports of oil to Canada should be restricted 
by higher tariffs, or by quotas or by any other 
means, For many years Manitoba paid high prices for 
our petroleum products on the argument that because 
of our location we must pay the world price plus 
the cost of transporting the crude to the main re- 
fining centres in the east and product transpor- 
tation charges from there to Manitoba. Following 
the discovery of crude oil in the Canadian Prairies 
prices in Manitoba for petroleum products fell into 
dine with the new sources of supply and we began 
to receive the benefits of a price related to the 
world price for crude. When world prices meant 
high prices in Manitoba we paid world prices. 
Now that world prices seem to mean lower prices 
we will object if government action is taken to 
keep our prices above the level they would otherwise 
reach, 

PART F, PUBLIC SUPERVISION. 

The facts of geography locate Manitoba at 
a midpoint on the large pipeline projects which move 
oil and gas from Western Canada to Eastern Canada 


and Eastern or Central United States. This position 


A Le 


nolvieog aLdT 


tions Sscuel bans. grse louis 


ORE 
ieee Ant iF ie os, an 
“i 


fon 
fewer : 
8020 Aires ag sotwroqaod | 
h , ie peg 
muse Coeds Dp 3 
el : 
am seviet es ate 
2 4 ~ t « ie. 
7 oe ag fi Gey 4a 3 ao ? ® =~ a ae Ss 
pe 7X 
a PORE May ae 
te te 


f , nt - : 
i ue 
H i ie : ex! i P 
ETE D é be ae . t H HIE : L£a 
x ‘s oa Jae ‘ 
: ate 
‘ 
- 
, 
a - . . r 
“aro: Ye Vd Sa aetosp yd wo 
ae : 
~ Siete ey Oe pea 4. eal 
ae si - 
a Ley ‘ A BS rel 
a> >, ae * t fy ‘i Lonny 
7 or? rey t wt kee) Eo ak 4 
li "Ly a . 
odie ror 
raniciee 
k Dea he PaGaL 
‘ 
‘ ti 
Se oh + ; i Fi 4 iA inj e 
ag Seed af a aN ohh ™ iw Ab? I 
ie =) oa 
Y Hats, none 
ts 
> 
be b. « ‘ 
Pie. bi eatehe 4 , * ae PatL WwW 
ey ey yy 
cae Mains me 
ae 
oe Ke oe 
a . 4, ar; 
2 * ra ae j 
as GES pay i rs a TP ey, SUiad fies 
Soe tex Oe . . 
ae ea Ee 
lore Een ark 
a rer ots ‘ , a 
Sie nei by - -_ val nt 
“etree J che et  & et BRS BHT 


ay Soles arti 
i 


ee. ee 


ui bs . 


oo Y 
wh 2) ow 


“4 
ay 
a 


Hehe i 


ana 40 aaaey to ae | Pa 


eee mm 
SIgaud “la TaAd 


_shaam qnag aeW sal sa 


- eis) a 


a 


vo ée awtdnagis 


eee 


foubade eti © 


> = beet 


jo oan adaviasht, 


AGN 


= 
5 ty 
nll 
i 4 
i = 
mee * ay 
S cr: 
’ 
- = 
cs 
~ 
Z3 
sath - 
wt 
<< 
| 
=) 
a a ee 


nat Pa 
Tt bay | Pic I Te) 


tse 1 ae 
Ban Tek: ved S2 


Aandhos yD i he ae | 
| 


‘ ee » ge - « @ 
Cie Teoa Lime, 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


towerd such projects both 
in operation and those whi 


OL 


a the Future, 


As mentioned ear 

: 7 +4 Wyntnes AaAlt¢tokh +1070 
18 Now producing slichtly 
the amount of crude oti ne 
dema} } Pam naAaArinaen ADKHITO tC 
emanG Lor rerineg produc. 
i5,S0id at ce price whien © 
transporting Manitoba crud 


consequently, the well-hea 


? 


the weil-head crice for oi 
as 


located farther wes 


affords Manitoba producer 


Sane - bs Wd 7 47 Ihe -~ A ar 7. 

producers it the provinces 
seems to be sesured so lon 
Manitoos and adjacent area 


(3 
f 


se 
Ven 


A dsesisade 2 pede 
a SUbDStant el wl Hew 


favorable 


3 
ig 


SUEY en te eee Nie 
CORE To ¥y y suc 


is that tne sreat rireline 
Manitoba producers a ficur 
Uhneir geozraphic position 
Sumers a price weich does 
UetisP share of the tobat 
Pkeneporcing oll and fas. 


6118 


of Manitoba residents 


those which are already 


ech are being discussed 


in this brief Manitoba 


fess olen one-nea lt or 
eded to’ supply Manitoba's 


S. This crude petro)eum 


erlects the dower cost of 
e€ to eastern markets and 

d price is slightly above 
1 of comparable quality in 


4. 
uU 


This favorable location 


some advantaze over 


4 


to the west and this 
Bas consum_tion in 

s 28 Ssuiticient to absorb 
rzer than Manitoba's 


if Manitoba should become 
OL erude petroteum its 
osition would remain. 

nitoba's primary concern 

eeGurny 10 

ea Which troperly reflects 


and charge Manitoba con- 


not ask them to bear an 
cost of producing and 


——— : San 
‘i ow at 3 

' i 
ile ME Roe 


adnehbeny auvabeni ae 
phoerte we wonY ote 
bums st HRA ME 3 | 


eure enh Aaset Maas ett piv hee » ‘ee 
it Rhadeonp aaa abel giiligt ie jathomngoeon ae 

at so stose ylsals oh Ashes Te) a wee ae Decitoyh! bate - | 
aealeszey pais athe ge SIR lonley band lita * 1 
feos nowot nis epee lTec’ soem eaten & di bhae er 
Ea Toe meas Si ahdas eiord Decals Qala pon artes : 
ook Blodghle ee aula, bror-L iy ee y shi van peter 

ah -Walsip atdiexeiggae to Eke Med Galey) tare Loewe 
itgenok elescaveli aged? ogee eon) Relea renee 
iyY) Up -OSSVOS fac PEA wreiyow! ehses7e 

Lee lea TAQ Gd uid Bonide, apigal) PerSsautieaa): 

mak gett (een €6-Qa0s) CYNE aINEe He me OE 

sonde 03 Yas loa lies Bh) Powe fas 400rn Ah’ Moetiane 
ziudueisae O82 ener “iavanpre toe "sido temegp * 

whos Sivosl meray SS aa penmaa ae whet enpery 7 
avi mpntoitey Tem is dacee gre tea Lepycechege | 
dtéaay bivow wellzasy Sleaevecenaae rit eae | 
atornie Yrs ty ee STE ee” a ek ,es 
of cele, Gaies oes One bngeay hime. aedeoae 
gtoiairers ef Teg ifthe fPaey pratt 3 qyeeearey wiogiedl 
Tye Sloot Gade ve manele! Smee ie 
Af SSG oF sae eee ts a is ia 
aim, Blk iia +e, aad: rai 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 61 ab g 


Before making any comment with respect 


to the regulation of pipelines it may be advisable 
to recall the difference between oil pipelines and 
gas plpelines. The basic difference is that gas 
pipeline companies buy the gas at or near the well- 
head and sell it to franchised distributors using 
long term contracts at both ends of the transaction. 
In contrast oil pipeline companies operate as carriers 
of crude oil owned by the producers and their chares 
are calculated as so much per barrel for transporta- 
tion and the arrangement is buttressed by through- 
put guarantees to assure long run loads. Looked 
at from the viewpoint of the consumer receiving the 
bYoduct from the line, however, the result is the 
Same. He must pay the wellhead price ;lus the trans- 
portation charge. In one case however, this is a 
Single price. In the other case it is two prices 
which must be added together. 
The Government of Manitoba is convinced 
that both types of operation should be subject to 
public scrutiny, from time to time. If that is:-not 
done it would be possible for a situation to develop 
under which persons located, as in Manitoba, at mid- 
points on the pipeline would be charged prices or 
rates which were excessive as compared to those charged 
at other points along the same pipeline. Manitoba's 
fundamental concern on transportation issues is 
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transport, we have always felt the need of public 
authority to supervise the rates sought by the 
railways. ven under public regulation of rail- 
way rates we have seen tariffs established which 
charged rates from Toronto to Winnipeg higher 
than rates for the same commodity from Toronto to 
Vancouver. That situation has now been rectified 
due to action through the Board of Transport 
Commissioners. But we are not prepared to run the 
risk that at some time in the future rates for 
Alberta gas in Winnipeg will be out of line as 
compared to the rates for the longer movements 

to Montreal or Toronto. 

Manitoba, therefore, endorses the proposi- 
tion that there should be some arrangement whereby 
the public of Canada could appeal to a Federal 
Authority for a review of rates ehareed aby lolloor 
gas pipelines. At the present time oil cipelines 
are covered by the Federal Pipe Lines Act which 
provides that in the case of any pipeline for the 
transportation of oil, the Board of Transport 
Commissioners may declare it to be a common carrier. 
If that has been done then the Board of Transport 
Commissioners can make orders and regulations with 
respect to tolls or tariffs and the pipeline company 
is bound by the Tariffs filed. The Act then sets 
out certain powers and principles which in effect 


prohibit discrimination as between different 
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companies using the pipeline and allow the Board 
of Transport Commissioners to change or cancel 
tariffs from time to time. The essence of these 
provisions 1s that the Board can declare an oil 
pipeline to be a common carrier and if that is 
done tardiis must be filed and the tolls (must, pe 
"just and reasonable" and must be equal as between 
different, users of the same service. 

Ua Toptpe resent no. oll papeline company 
Naso been declarca al common carricr and. hence, no 
tariffs have been. formally approved although tariffs 
are being issued so that information is avail- 
adie as, bo Che rates, charged. 

En one case. or. gas pipelines, there.are 
no Similar provisions inp present, Pederal Legislation. 
In this case the Federal authorities are mérely 
required to aprrove the location and safety features 


Olathe, pPOposedaplocl ne andi certain aspects. or its 


Linencipe., — ie result, is that. no public authority 
1s in a position to hear and deal with any appeal 
from any vart of the country which feels it is being 
called upon to ~ay an unreasonable share of the cost 
of transporting gas. 

Wesare.nNoUslM ay pesition inethis brier to 
analyze the price structure established by Trans 
Canada Pipelines to determine whether the prices in 
Manitoba are reasonably related to the prices in 


other zones. 
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But as a matter of principle we assert 
that these prices should be matter of public record 
and should be subject to public scrutiny from time 
to time, 

We use the phrase "from time to time" 
to emphasize the periodic nature of the scrutiny which 
we envisage. It is not our view that this function 
need be carried out by a large and permanent orzganiza- 
tion devoting its whole attention to this subject. 
Neither is it our view that the body which performs 
this function should be responsible for a thorouzh 
and complete regulatory structure involving close 
supervision of all rates and charges and the fixing 
of all tariffs by public authority. Rather we look 
to a body which would’ exercise this Federal juris- 
diction with great tact and discretion and it is our 
view that the powers should be permissive and. not 
mandatory. In other words, the authority should 
confine itself largely to investigation of the 
facts. Regulations should not be made unless 
absolutely necessary in the public interest. 
For such a system to work, however, it would be 
necessary for the regulatory body to have clear 
authoriby to actestrongly and decisively If the cir- 
cumstances should warrant it. If it should become 
necessary for the public authority to intervene, 
the first action might be in regard to the overall 


level of earnings and only at a later stage might 


Ren eee a = 


REN A Same 


+ ao et: “i: rf Ase Pei 9 ee “a rel 
iSfhE6 Sf 8Lea oe is a 1 as fy gin > Ee wu _ 
wa y Brees 
SO ee 
4 a 
we. ter , +s LW 0d oy { ~ - * gel * 
ws DPLiGey if Basu 1st CLlvolsd e350 sucnt Jad7 
*) Ts iz n> FA i’ 4 <¢ . = ~ i. { P 
OTT - 0a BE taf oS Os ‘ bi ie “iw R ) adam rte Mora bas 
; lane 
4 + 
* onl 3 J 
« airs 
y at it ®/ 
We sh eres —* a3 A” er ; iJ ' 
ces “ 2a : . ‘ i T. 
fie ef, pihetisy oft oxtasdqme og 
ames cane) Lge Sit 
c i po en ve 
J : ? * 2 , a i’ I * ¢ - at i ee VE 
Pe ue : 
bs = uate 
et an 2 isi * i ’ a! *] “a = ~~ s S50 
4 A See gran Bi § 
: +f eaay dds 7\e (31835 : wn 2 1ov ib OL? 
ne ee ; F 
wa ’ * 7 J 
iad ve ee Yala Y <i ii Wwe Liuio J ? oI Ian { ? 
en ghee thee ea ies 
F F 
+ : i 4 5 a} 5 9 at lid « Ach iv 
ae a a 
Sie gene aioe 
iG : ve 7 
J ree \, ] ; M } BIO wie 
: 7 \ ; ’ “ 
SP ha ‘ Cre Os ani } 
i 4 ‘ 
res typ ie ei é 
pT oh : “died 2 : IvToUvEe 
bee oe % 7 f > + a Pca 
r 4 oe ‘ r > 
; : vy ea TP ' "i (lé 2 
~ care Os 
¥ en <2 < . 
a es Cee Me aa 
“3 . : , 
4 y oe ft sf og 
r. tl aneo . 4 i & 
cL a Pa : fe "§ 
Ls ® 4 4 a Sits - ‘ gE. 
ified ig ‘ae iQ2I9L0 
SAC oe ay 
‘ TS eg a tT) 
LBs salad | + af “iJ Vom Waly 
ries ay - 
& [es areca! a 
Sot' 2 Woes ‘ - ab en cv hh 
’ i ee PON Bete Fs 2 o Pte eG : beds »« & 490 2 i 
. dia De a S23 Pucks a 4 . 
ete 3 
I 4 
Os 3 i i? wu i } =) Noo ¢ 
be in naa sce > 
ied, Os) oF we f 
: Ns se HS) 
- i 
ws eel tt eo f ps \ rm “ 
‘ SDA MA Tee 6S eORS 
: COT tien fete b Tl f 
7 oS an d - } i» ; 
E kre f fz ,.. VIVARSDON vissuLotog 
2 . pe Phe kh Se art £ 
S ae a a Se pee 
- y! be 
i 
E 
4 
Puna &O90 GI OMLo 
ry ave ne 7 
Ate sgl Ty eum 
, _ + 
‘ r ) 
ca i ’ ‘ 
i J f3 ahs) i 7 OL733, far 
Pan 
vo ; 


ima eke HRS i 


sie ra when gar 4 a P ne ba ve a 
TAT Bee ¢ toe epee 
" on a ; 


~— so. 2 bau ss aa | 


| 


4 
ANGUS, STONEHOUSE & CO. LTD. 6123 
TORONTO, ONTARIO 


attention be directed to rates and charges, 

Local distribution systems and local gather- 
ing systems confined to services within one province 
Should, at all times, continue to be the responsi- 
bility of the province concerned. We feel that if the 
Federal authority should deal with the distribu- 

Cion of gas, for example, it would find it very 
difficult to adjust nation-wide practices to the 
needs and wishes of the local communities. On 

the other hand each province and area could establish 
whatever administrative machinery seemed appropriate 
to its own needs and could integrate this with 

other practices already in effect with respect to 
utilities and related matters. 

Similarly the development of gathering 
systems is a matter in which local knowledge and 
local responsibility must remain paramount. We 
note that in both Saskatchewan and Alberta the 
provincial governments have expressed strong views 
to the effect that gathering systems should be 
provincilally controlled. We of Manitoba, have 
as yet, failed to locate gas in volumes sufficient 
to justify such plans but we are sure that if our 
hopes are realized and gas is discovered in Manitoba 
in substantial volume then we also would insist that 
provincial authority should deal with the subject 


and that no federal jurisdiction should be involved. I 


the case of o11 we already have a vathering system in 


operation under provincial jurisdiction and we would 


~ a ae 


Perr as 


a? tga": 
-ponteny’ ead’ ude ‘edoL vase: wi aaa glee 


~ Laas Ped bad" 36° ut ‘Sunldaon . ecmre oes +4 DEsEanial 
oid 2t send food oy , nénasends Sadi voty odd 2a yaehie” 
ys tidehé” 08 ‘darw: teen widode wa rtodtivs aaah 
qisy ab bok? bivow dt} .oigméxs 16T>,@ag To AGED. 
sid od Bodteoen aboiwendbade Sait be-ods gEMORTIEB 
nid pute tdumuow fa@eck- sae Ve eedeiwcbak ebbon: 
deifdetés btiiod sae boa aipbvoey sess based sodtoc sat 
>jakayotaas biesee ¢rondioest ses Lise sevatade 
ifiy side wwagotab biWEeo: bys: Ehsan nwo Sok oF 
oe $n: 48: + Hitw 2% ke at ‘YSavala’ EUG ETO SM, “onte 
site poeied baa eotsittsy 
s@ bread & te eee jatevab ott pl¥etimle 
pas «5ofwoen Lsoot dvktw ai Besaamy # BL smedeye 
oW idowetetas oramet dawn uttiidindogeos fesol 
sad ie bas cewonoteiete uyow ms eid udon 
ews} anata Ho aBS XS aver ethemmevea,. (alontver | 
Jd sthiéWe snddeye sotsete galt towits a a | 
veh. Bastewn Yo ow <ettadined vl tetonivong 
SqotohSTHe ‘BSaustor Ol ae etioet we acai «JON SB 
“hon 41 S80 idle sxe bw Dod -anesy owe atm ot 
Sortie at ‘nessvededh at ems ihe: ‘pee NBO aaa canyon 
‘furld ‘Fétwde ‘Ekiow diets, aw! tings sidtow: sinewave a 


304 ean “Bag eda fan iat: meine atVOrr a | 
; fi at 


Pan we 


ANGUS, STONEHOUSE & CO. LTD. frac 
TORONTO, ONTARIO 6124 


Your terms of reference appear to call for 
Specific discussion of the proposition that a 
National Energy Board should be set up to deal with 
all aspects of energy, its production, transport, 
consumption or export. Obviously any Board witi 
Such wide powers would take over many functions 
which are now handled directly by the Federal 
Government either through Parliament or by cabinet 
decision. 

The Manitoba government is of the view 
that many of these issues are of such great moment 
that they should not be separated from the direct 
control and responsibility of those who are elected 
to form our Federal Government. If, for convenience, 
the day by day administration is delegated it should 
remain clear that final responsibility is on the 
Federal Government and not on some Board which is 
not responsible to the whole country. 

On the other hand, there are certain 
functions where policies and practices in respect 
to energy must be determined in the Disied ghee ren y 
experience in other parts of the Canadian economy. 
We refer here to questions of safety, rights of way, 
and pipeline charges. Each of these has close 
relationships to the same aspects of other trans- 
portation agencies, For such subjects 
existing agencies may be the most appropriate authority, 
although in these also, responsibility should be 


closely tied to the elected government. The Manitoba 
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Government is of the opinion that the Federal 
Authorities who are responsible for these matters 
are in the best position to evaluate the alternative 
administrative arrangements and to choose between 
Cuem, pub 1G shoulda not. be overlooked, that if a 

new and elaborate administrative Board is created 

it would almost inevitably expand its functions 

and its staff until the problem would be to co- 
ordinate its activities with the other as;ects of 
government policy. 

From time to time special situations 
may require investigation and the Vederal 
Government may feel the need of a searching inquiry by 
a group of persons assigned to that specific job. 
Such investigations are well conducted »%y short term 
commissions such as you hold, rather than by perman- 
ent commissions which suffer the disadvantazges 
mentioned above. 

PART G. CONCLUSION. This brief has 
given in some detail the story of Manitoba's 
consumption, production and administration of 
energy and its raw materials. It has also expressed 
opinions on a number of points upon which you will 
be recommending national policy for the future. 

The points which have been dealt with in this way 
are those which we consider fundamental to the 
induiry leld. oul by your, terms of rererence. We 


cannot, however, conclude this submission without 
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referring to the subject of enerzy policy in an 
even broader context. 

Fundamental to all energy development is 
the question of financing and control of the large 
capital projects which are inevitably involved. 

We have noted that during recent years and months 
there seems to be an increasing tendency for the 
Federal Government to pay part of the cost of 
projects serving a particular region of Canada and 
having power generation or energy Supply as an 
important end result. We refer for example to the 
St. Lawrence Seaway, the assistance to a hydro- 
electric plant in New Brunswick, subventions of 
various sorts for the movement of coal, the South 
Saskatchewan project and the Trans-Canada gas 
pipeline projects: Many ofthese projects are of gereat 
national benefit and we mention them here as examples 
only and in no sense of criticism. But when federal 
barGici pation inijsuch yprojects is decided upon it 

is important that they be approached from the 
viewpoint of the national interest and within the 
framework of policies which are applicable over 

the whole nation. 

Lares and costly projects of this type 
must, of course, be arranged to conform to their 
own unique circumstances and it would be completely 
impractical to say that no federal assistance 


would be provided unless similar projects were 
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undertaken in all parts of Canada. Aut Special 
efforts should be made to select for federal 
participation, schemes which could be advantageously 
applied in many Sections sof “the country. It is 
in this context that we have on several occasions 
raised the matter of federal assistance on the 
capital cost of power transmission lines because 
this 1s a type of capital investment, which is 
required” in increasing amounts in al] sectors 
of Canada. Other examples could, no doubt, be 
developed and investigation might well be under- 
vaken to devermine theirapracticabiliny. The 
important point is to make sure that federal 
assistance on these iarge capital projects should 
not be Simply a series of uncoordinated separate 
undertakings from wh*.chn benefits may be concentrated 
in a few areas ana for which costs may be charged 
against tax-payers over the whole country. We 
Sincerely hope that in vour report you will urge 
that federal particination in such projects take 
a nationwide view and should be either limited to 


projects of such magnitude as to be truly national 


in scope or extended to all parts of Canada 


’ 


on a policy which is available equitably to residents 
of all parts of Canada. 

This outline of Manitoba's concern with 
respect to national energy policies ccncludes on 


the same note on which it began. Much of the history 
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of Manitoba can be expressed in the efforts of our 
people to provide themselves with transportation 
to bring in supplies and to move out products and 
with sources of heat energy to provide warmth 
and light. Much of the future of Manitoba will 
be determined by our success in meeting not only 
these same two needs adequately and at reasonable 
cost, but in meeting our vastly increased requirements 
for all sources of energy to serve an expanded and 
diversified economy. 

THE CHAIRMAN: Mr, Patterson, would 
you rather proceed or adjourn for lunch? 

MR, PATTERSON: I think, Mr. Chairman, 
it would be more satisfactory to proceed after 
Lunch, 

THE CHAIRMAN: Gentlemen, we will adjourn 
now until two o'clock. 


---Whereupon the hearing adjourned at 12.15 p.m., 
Untile 2,00 p.m. 
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---On resuming at 2.00 p.m. 


THE CHAIRMAN: The Commission will now 
resume its hearings. 
MR. PATTERSON: Thank you, Mr. Chairman. 
In developing the questioning on the Manitoba 
brief it is my intention to deal with the matter 
under several headings and I would like to start 
by reviewing some of the development matters; then 
I would like to review the suggestions made with 
respect to the national transmission policy, the 
question of Manitoba's position as a consumer and 
its effects or the effects of its thinking on 
markets for Canadian oil and gas and then turn 
to the questions of controls in the National Energy 
Board. I will not address my questions to a 
particular person, if you would simply select one 
of your number to answer the question and if you 
would ike Go 2o. into a huddle, that. will be fine. 
Now, if you will turn for 4 moment to 
page 18 -- the may following page.18, you mention 
that the position of the Manitoba government was 
different from that of the Alberta and Saskatchewan 
governments in thatyou own only 17 per cent of the 
underwrites in the province. Now, could you clear up 
for me with reference to the geological map whether 
Ora novachbaual/ wer Cenu iveure isva igure taking 
into account the total area of the province or 


whether it relates solely to the areas which are 
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part of the Jestern Canadian sedimentary base? 

MR, COWAN: It relates only to the part 
of the province which is considered to be in the 
sedimentary basin. There are three-fifths of the 
province that is in the ‘Precambrian shield, 

MR, PATTERSON: So in making up the 
17 per cent figure you disregard entirely that area? 

MR. COWAN: Yes. 

MR. PATTERSON: In connection with the 
development in Manitoba you mention the interest 
in the prospects in the Ordovician and Silurian 
Pforms as, a resuityot activities to the south; 
areyou in a position to assess or tell us something 
of what government geologists think as to the 
likelihood of developments of those forms in this 
province and the extent to which any interest is 
presently being shown. 

MR. COWAN: That would be a pretty 
technical matter and I would ask Mr, Gobert to answer. 

MR. GOBERT: Well, for the purposes 
of the record, to date we have not found any 
indications of oil. There have been a few traces 
in the Ordovician and Silurian, however, there are 
reservoirs there and unfortunately all we have found 
to date are filled with salt water but the rock is 
there and the possibilities are there. I must 
repeat, to date other than traces of dead oil there 


have been no traces of oil in the Manitoba areas of 
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the Silurian and Ordovician. 

MR. COMMISSIONER HARDY: Before we leave 
that, perhaps Mr. Gobert could tell us; I take it 
this area up around Churchill is in the same 
category? 

MR. GOBERT: tao 28) Lienb.  8s.a 
matter of fact, in the brief I think we state we 
know absolutely nothing about that area; we have 
had no drilling whatsoever in that area. 

MR. PATTERSON: At page 65 in your ex- 
planation of Manitoba Legislation you mention the 
term of the leases as being granted for three years, 
a three-year primary term and a six-year secondary 
term, It would be interesting if you could give 
us the reasoning behind that form of the leases as 
distinct from the form of leases that we have been 
advised about in Saskatchewan and Alberta. 

MR. COWAN: We use that form for a very 
definite purpose; the rental during the first 
three years is 50 cents an acre and for the last 
six years is $1.50 an acre unless in the meantime 
they obtain production. In other words, there is 
a penalty in the rental 4f they do not drill; if 
they drill and find oil it reverts during the 
Secondary period to the 50 cents per acre. It 
is simply an inducement or there is a penalty if 
they do not drill. 


MR, PATTERSON: That was designed as an 
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inducement to drill? 

MR. COWAN: Thaceis rien. 

MR, PATTERSON: Are there any other major 
differences between the disposition of oil and 
natural gas rights in Manitoba as compared to 
the other two provinces the Commission has heard 
about? 

MR, COWAN: Well, as a further induce - 
ment we have established certain credits which 
the companies can earn where they spend money 
tieexpLOraciony eat. Lingo end 50,00, a part of that 
money can be applied as a credit if, as and when they 
come to lease. That has been quite an inducement 
in our opinion to companies coming in here and car- 
rying on exploration, 

MR, PATTERSON : Would you feel, then, 
tha teeneearoppinsdriiling activity in Manitoba in 
recent years shown in Figure 1 following page 28, 
is due to the difficulties of discoveries in Manitoba 
or the world or perhaps the Canadian general con- 
ditions or do you think it is peculiar to your own 
industrial situation? 

MR. COWAN: Oh, I think it is due more 
to world conditions and marketing conditions. 

The fact is that most of the companies who are in 
Manitoba are also in Alberta and, to a certain 
extent, in Saskatchewan so that policy as far as 


Manitoba companies are concerned is dictated by a 
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head office in Calgary or Edmonton. I feel that the 
slacking orf in drilling is’ due to that more than to 
local conditions, 

MR. PATTERSON: Well, then, do you suggest 
that provision of markets for Saskatchewan and 
Alberta oll would in turn lead to an increasing develo} - 
ment in the Province of Manitoba? 

MR. COWAN: Well, that could happen, 

MR. PATTERSON: It would seem to follow if 
they are having difficulty in Alberta and Saskat- 
chewan, that dictates the development here? 

MR. COWAN: Yes 

MR, PATTERSON : Now, information is 
given in regard to your MPR formula and I think the 


Simplest reference is at page 33 wherein you set out 


or not that is the actual rate of production of the 
Wells or whether by reason of marketing the produc- 
CiLon iscurtailed or if it is curtailed for some 
other reason, what that reason is? 

MR, GOBERT: I think I can speak on 
that; the bottom of pase 73, the allowables Shown, 
barrels of oi1 per day is 75 in the Daly field. 
Very few of these wells can equal 75 and it is a 
formula, an allowable, based strictly on the formula 
and it is not a true indication of what those wells 
can do. In the case of the fields allowables in the 
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approximately what those wells will produce and 

do produce but I can say without fear of eontradic- 
tion here that none of these wells are cut back on 
account of the market. As far as we know, we can 
sell every drop of oi] that is being produced, While 
these allowables are based on formulas, on the 
larger size, on the smaller ones they are based on 
what the well can actually produce. 

MR. COMMISSIONER BRITNELL: That is, you 
have none of these problems that plague such areas 
as Texas and Alberta of pro rationing? 

MR, GOBERT: We feel we have problems in the 
~rovince but we do not have that. 

MR. PATTERSON: You mention on a number of 
occasions in the brief that on balance the Province 
would be self-supporting with respect to oil aside 
from the economics of a refining industry and you also 
mention the figures for exports of oil by the 
Province of Manitoba as given to the Commission by the 
Canadian Petroleum Association - - - 

MR. KEYES: Mr, Patterson, I do not quite 
understand -- the self-supporting aspect if you are 
referring to our crude production, at the moment 
we are not self-supporting in terms of the current 
market , We are producing approximately 48 per cent 
in terms of the present day market, 

MR. PATTERSON : That Lf the present day? 


MR. KEYES: In terms of our crude production 
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in the province on balance we are producing at one- 
nade’ yofsiour wrovineials: needs, 

MR, MOFFAT: The refining production is 
approximately in line with our production SUREHe 
crude production is about half. 

MR. PATTERSON: Then we find that you have 
a sizable export shown on the C.P.A,. figures which 
are quoted at page 15. We find the outlets are shown 
as 6 per cent for the Prairies; 43 per cent for 
Ontario and 51 per cent for the U.S.A. Is that 
due to problems arising out of the types of crude and 
the sulphur content that your refineries in Manitoba 
go not use Tocal erudes? 

MR, KEYES: I would think not, it is just 
the supply of oil through the pipeline. Saskatchewan 
and Manitoba oil has been introduced into the pipe- 
line and moves on down into markets in Ontario 
and the United States. 

MR. PATTERSON: Well then, is it fair to say 
that the sulphur content does not create an especially 
severe or sericus difficulty for Manitoba crude on 
the market? 

MR. MOFFAT: Well, the only aspect of the sul 
phur content that has been reflected into our price 
structure here is the one that was referred to, 
the discourt on the price where, I understand, it 
has been mixed into the rest of the crude and they 


take that depending on the price, 
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MR. PATTERSON: Have you knowledge of the typé¢s 
of marketing contracts in regard to the U.S. sales 
of Manitoba crude, whether they are short or long term 

MR. MOFFAT: No, we have no knowledge. 

This all comes back to the point that we as a govern- 
ment are not into the crude production the way the 
other provinces are. 

MR, PATTERSON: I suppose the same would 
follow that you are not aware what large refineries 
are taking your crude in the United States? 

MR, MOFFAT: As a matter of fact, we care- 
fully quote the C.P.A. as the source of our figures. 

MR, PATTERSON: Now, turning to this trans- 
mission question for a moment: you deal with the idea 
OL electrical, deve opment in the northern part of this 
province and the fact that in the southern part the 


markets for electricity are not large enough to lend 


markets; then you carry on making this suggested 

plan for the Federal Government. In that connection, 
have you given consideration to the possibility 

that in regard to development of that resource if long 
term contracts could be entered into either with 
extra-provincially or outside Canada, these long- 

term contracts would finance the transmission 
facilitics much the same as I understand the pipeline 
is handled? 


themselves to handling the cost of opening up those 
MR. KEYES ;: Wesspecifically in, this 
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proposal have not considered the long-term contract 
aspect but certainly it is bound to be in any such 
development that could arise from northern power 
that could not be supported in Canadian markets but 
Specifically we have indicated an area of distribu- 
tion here that we feel merits the consideration 
of the Commission, 

MR, PATTERSON; What I am endeavouring 
to do is get your assistance as much as I can, 
Have you made a market Survey in regard to the 
possibilities at all? 

MR, KEYES: We have not in detail made 
an analysis of the market that would be available 
in the United States to take, shall we say, Nelson Rive 
power, if you are speaking specifically of the 
Manitoba case and we do not have detailed knowledge 
of the other areas in Canada to which we can reper’, 
In the area to the south of us, however, there is 
a large demand for electrical energy the supply of 
which might at some time be a source of revenue for 
Canada, 

MR, PATTERSON: I believe you have a 
survey being undertaken by Arthur Little? 

MR.KEYES: That is right. 

MR, PATTERSON: And does that deal with 
this hydro-electric power problem? 

MR. MOFFAT: I am told that it will cover 


Some aspects, not this particular part of it, but 
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it will deal with power to some extent but it is not 
yet done. 

MR, PATTERSON: Will it deal with power 
sources, what there is as an economic survey of 
the producing ability of “the area? 

MR, MOFFAT: Yes, an economic survey of 
the whole of the area, not directly dealing with 
power, 

MR. KEYES: May I interject here? We 
have in the Hydro-Electric Board had available to 
us some of the preliminary work which has been done 
by the Arthur Little Company on the development 
of power in northern Manitoba but the public data 
is not yet subject to distribution. 

MR. PATTERSON : Well, in investigating 
or considering the matter raised by you it woudd 
be of assistance when that report becomes available 
if you could file a copy with the Commission. 

MR, KEYES : We would be happy to do 
that at the time it is available. I might addthat 
our advisors have suggested that we might indicate 
to you that the preliminary information which has 
been made available to us by this organization is of 
SUCH a nature tthat werteel iin tconsideration of ithis 
proposal we have available to us the same source 
of data which the Arthur Little Company have worked 
on so that it should not detract in any way from the 


Study which we have done in proposing this 
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preliminary look at the northern development, 

MR, PATTERSON: Well, the reason I was 
interested was that I felt it would form a useful 
basis from which the Commission might be in a 
position to follow your reasoning in proposing 
this development -- a convenient summary of the situa- 
GLO 

MR, KEYES: Well, it really.does not cover 
the same sort of things but it will be useful to 
you and we will be happy to let you have it, 

MR. PATTERSON : Thank you. In connection 


with legislation you mention that the Lieutenant- 


purchaser or producer of oil to be a common pur- 
chaser, Has that power been used? 

MR, COWAN: The power is there but it 
has. never been used. 

MR. PATTERSON: Has any pipeline in Manitoba 
Dechedeclareds lO. Des anpupl Cacarricn? 

MR, COWAN: No. There have been certain 
reductions but those reductions have been met either 
voluntarily or through negotiation between the 
company and the pipeline. 

MR. PATTERSON: The government has not 
found it necessary ever to carry on conversations 
Suggesting rates be reduced; industry has policed 
itself? 


| 
Governor-in-Council has power to designate a 
MR, COWAN: Yes, 
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MR. PATTERSON: Now, on page e you mention 
the substantial market for natural gas that is building 
up and you also mention, I believe, at page 54 that 
to a large extent the increase in use of petroleum 
in Manitoba is due to the large home heating 
market taken over by oil. 

MR, COWAN: Yes, 

MR. PATTERSON ;: Has any department of 
government in Manitoba made studies or projections 
for natural gas markets, taking into account the 
competition factor as between oil and gas and the prob- 
lem it may create for your oil producers? 

MR. MOFFAT: As you are aware, we are 
in the middle of a provincial commission dealing 
with thedistribution of gas and they are to some 
extent working on that same subject. There have 
been several studies made by the companies, the 
potential distributors and submitted in that 
connection but to my knowledge nothing has been 
done like the equivalent to that. 

MR. PATTERSON: And that commission, you 
mentioned part of its duties and am I correct in 
thinking part of its duties will be the question 
of stability of prices and so on to the Manitoba 
consumer ? 

MR, MOFFAT: On questions of distribution 
which fall within the provincial jurisdiction, I 


do not have the terms here but it is very broad 
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on the whole question. 

MR. KEYES: I do not think we can say just 
what the Commission will come up with but its terms 
are very broad. 

MR. PATTERSON : They have the same 
omnibus that we have. You mention Manitoba has 
entered the thermo power field and do you anticipate 
that generating stations are going to use coal 
and natural gas or how do you see the interplay of 
those two sources of fuel? 

MRe KEYES s “Asithe brief Indicates! the 
stations have been set up for what we term complete 
flexibility with very little adjustment in equipment; 
that is as between oi], gas and coal. What fuel 
will be used will depend upon price that is in 
existence at any point of time. I would rather suspect 
in the long run that gas,being a premium fuel, that 
over the whole life of a station we have considered 
coal would be best. Coal is presently being used, 

MR. PATTERSON: One of the matters the 
Commission has heard about is that the use of 
natural gas for such things as thermo power plants 
is a rather bad thing for these premium fuels. 

What is your thinking in regard to that problem? 

MR. KEYES ; We will use the cheapest fuel 
we can lay our hands on at any particular point of 
time, whether it is gas, oil or coal and we have 


resigned ourselves to do that. 
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MR. PATTERSON: Would you feel that there 
should be anything done to prevent the competition 
ofenacural Bas wiltn- ovl ini those flelds* or do you 
think it is better for you as consumers of those 
fuels that any regulation or control leaves the 
Dra Ces TCE, 

MR. KEYES : I would think we would want to 
have it free, But one always wonders with the 
properties which natural gas,has in terms of chemicals 
used down the road,whether this is the best effect. How- 

ever with regard to a thermo-electric plant we are 
concerned with the price and the number of BTU's 
we can get for alternative fuel. 

MR. PATTERSON: Now, on page 5 you 
express concern about the dangers of an interim 


report based on a partial examination of the whole 


result in disturbance of normal market relation- 
Ships through subsidies, quotas or tariffs. I 
am interested in developing that with you: do 
you foresee that would be necessary to the development 
of the Canadian oil industry which we have been 
hearing so much about in the last two weeks? 
MR, MOFFAT; Pewoncerel! Mm EVeCoule 
refer you to page 78 where the same thing appears, 
almost the same words, "tariffs, quotas and any 
other means", "We of Manitoba are opposed in 


| 
ficid@or eneray.. particulariy) 1f-such report’ should 
principle to any suggestion that imports of oil 
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to Canada should be restricted by higher tariffs, 

or by quotas or by any other means", That is the 
Same point made a little bit stronger than the first 
time. 

MR, PATTERSON: Would you say that 
you are speaking from the consumers! point of view? 

MR. MOFFAT: Well, we are Speaking from 
the consumers! point of view and also from the 
point of view of the producing area which has 
Some protections because of location anyway, and 
therefore it is primarily from the consumers! 
point of view. As we elaborate a little further 
on for a considerable period of time we were the 
consumers at the very end of the road paying the 
full transmission cost for everything and never got 
out of that rut. Now that we are out of it we do 
not want anything to take away some of the things which 
for so long we did not have. 

MR, PATTERSON: Would you be concerned to 
the same extent if new markets for Canadian oil 
introduced Canadian oil to competition with lower 
Worliu prices and reficeted those lower prices 
back to the wellhead of Canadian producers? 

MR. MOFFAT: Well, we in this area have 
been meeting world prices on everything, we have 
been producing and selling and having that philosophy 
all through our approach to trade problems we are 


prepared to go along the line on the import end as 


Sp ie: ah " ed - 
RL E87 ea ge beIdR gue 67 DEGAS = 


’ om 5 
a ‘ a gic ae aio ig Fe gi 2 
add goed? . "han scereeate vers 0 to es reep ee a0 


1 ul , a 
* Sal Beg, 8 
= j eee os oe) al ied el ce 
" oe ce ’ a Pe ee eae) 5 ee Me ih > a 
att) gtd wade soeceerahize ote Rb) a sin Siegen ies 
i 
| cnuit'a 
. 
’ re en res @ 4 ’ e 
: APE “ i Ri > gate BS ge o>, | et Ay ~ 
" oe, -, MR! Le 3 an ee / . Peer soa ~ 
‘MOLY 7 £3 me cea Ata Ss ies ‘MG lNSaue ol ¥ 
=e a oa 
FB aes A ; } se oh deltol) “aE a) aa 
; . 
‘4 ‘5 f “ape ais iy wih: 
: ae ‘ ; i ) ee My “SST SiO | ae Z 
) 
s a “ ‘“ + ae - a 
Mg ee 4 ON a rd ae gud tease ie te Se 
tet 
2 4, “- . - 

i ale hoc = ee i aoaldaosoey. 4008 


i ; a ry 
wl 2Olwae Daas 5 tm bee vs 4¢ as weet 


- 
we 
an 
. 
% 


sarhstgs tq% dfoxta wos a) iaesey ome Sad 


es rp ee a * 7 ng ey a ' are ve edd, “4 ; 
sowel @o¢w Aawvbdtagutot of. 08 Aeipere) ooctoodsnit 


yeeeoiieh, Dene peer bee Qk lies 
Ga ua melita teehee ng sata 


a Date deecigakt” urtltl oey tee ad | 
i a 7 : _ 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 6144 


well. We have taken a fairly consistent attitude 
that since we have to meet world prices on our 
Shipping out, we want world prices on what is coming 
ED 

MR. PATTERSON: In other words, if world 
over-Supplies are put on long term, from the point 
of view of Manitoba you feel you should be in a 
position to buy on the world market and you should 
not be asked to protect the Canadian oil industry 
from that situation, 

MR. MOFFAT: Well, we would not want to be 
pressed. Possibly at some stage it will get to where 
Something must be done, but as a matter of general 
principle we take this position: with no protection 
in the long run we will get the dependable supplies 
at a reasonable price for the period. If you start 
developing it into short-term situations we won't 
follow the logical road to the end. 

MR. PATTERSON: If the effect of your 
attitude became such that it was to stifle the 
Canadian industry, would you be prepared to re- 
consider? 

MR, MOFFAT: That is one possibility and 
another possibility is some short-term dumping from 
foreign oils, Something would have to be done but 
this is our basic approach, 

MR, PATTERSON: Did you have an opportunity 


to consider at all some of the suggestions that were 
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made to us that quotas could well be imposed in 
respect to imperting but that the Canadian wellhead 


price of o11 which is now based on Illinois rate at 


Sarnia could still be tied to that price? There would 
be no effect from quotas other than the enlarzed 
markets. Do you think that theory has any merit or 
have you heard it and had a chance to consider it? 
MR.MOFPAT: Well, I haven't heard it 
and we haven't discussed it in that form, 
MR, GOBERT: Would you repeat that? 
MR, PATTERSON : i Wit coe ent Ri Can, 
As I understand it, some of the thinking that we 
got in Calgary in regard to this quota problem, the 
Suggestion was tnatfor Canadian oil to reach parti- 
cularly the Manitoba market, quotas on imports would 
be necessary and in response to the problem of whether 
Canadian oil prices would then rise, the answer was 
that they are presently tied to an Illinois price; 
that they could still be tied to that price and 
Still reflect changes in the way in which they do not, 
MR, KEYES: I think I would say what 
Mr, Moffat said carlier when he was listening to 
you carefully; we have not considered it in those 
terms but one wonders if the imposition of import 
quotas could, in fact, persist and maintain a status 
quo in the pricing system that has existed over 
a iong period of time. 


MR. PATTERSON : To the extent that 
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fijinols prices. are reflected -- let me put it to 
you this way, the extent to which Illinois prices 
are reflected in Sarnia is really through a very 
small amount of import, it is almost a fiction. 
Does that factor change your reasoning? 

MR, MOFFAT: As long as the potential 
protection is there it still can make itself 
effective. Once you get a quota set-up it becomes 
an effective barrier and a breaker of the potential 
establishment and as soon as you get that break 
you cannot convince us that it will go on that way. 
Perhaps it will be that way theoretically for the 
first few months but once you have started some- 
thing, once you have broken something, you have 
broken into the possibility and you cannot take 
too much of a chance, 

THE CHAIRMAN: May I interrupt you for 
a moment? Do I understand here you produce 48 
per cent of what you consume in Manitoba? 

MR. MOFFAT: YES selGGts Not the same 
oil that is involved but the amount we consume on 
balance, that is 100 per cent of our crude, we 
consume 46 per cent of that, 

THE CHAIRMAN: Do you export? 

MR. MOFFAT: A very large portion of the 
production is going out of the province. 

THE CHAIRMAN: That is why I do not understan 


your page 78 on these quotas. 
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MR, MOFFAT: Well, we are shipping out 
our own oil and we are using Alberta oil and we 


are uSing very much more oil than we are producing, 


THE CHAIRMAN: But if you have a quota 
or a tariff to help your ol] to be sold outside 
the province - - - 

MR. MOFFAT: We have had no problem 
in selling the o11 outside the province, 

MR. COMMISSIONER HOWLAND: Are you fairly well 
satisfied that the Sarnia price is in fact 
controlled in the price to Manitoba? 

MR, KEYES: I was going to say to Mr, 
Fatterson that if you went beyond the Illinois 
Situation, please do not push us into an examina- 
tion of world pricing because it is very complic 
cated. Within those general remarks, if you will 
accept them, that is what my understanding of 
the pricing system is, that, in fact, the Sarnia 
price does govern the price at which crude is 
Sold for the pipe line in Manitoba. 

MR, COMMISSIONER HOWLAND: I just 
wanted to find out whether you are satisfied 
because there are some who are not and after all you 
people know more about it. 

MR, KEYES; You are asking me to stand 
by the producers of Manitoba but I would suspect 
if they were here they might say they had sold 


everything they could produce, Therefore, presumably, 
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they are quite satisfied with the situation as it 
exists. 

MR, COMMISSIONER HOWLAND: You also said 
it was a problem that was concerned with the 
consumers. Are you satisfied from the consumers! 
point of view that prices which obtain here are 
in fact set effectively by the Sarnia price back 
to transportation? 

MR. KEYES: Are you trying to get to 
the point where if you get an extension of the 
pipeline beyond Sarnia with the system of trans- 
portation we could end up with a lower price? 

MR. COMMISSIONER HOWLAND: I am not 
trying to gét anywhere. I am sitting right here, 

MR, PATTERSON: I was going to take you down 
that road in a moment, 

MR. KEYES: Perhaps we can say this: 
from my general observations -- we have not specifi- 
cally been asked to comment on this aspect of it 
but from my general observation as early as this 
morning I noticed that the station where I purchase 
my gasoline where I was paying 41 cents or 42 cents 
on Friday I got it for 38.9 cents this morning. 
Presumably a competitve factor is in the market 
within the province governing the market price. 

MR. COMMISSIONER HOWLAND: VOUS LUSnOL 
check on the price at Sarnia, though? 


MR. KEYES : No, I did not. 
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MR. PATTERSON: On page 7 you mention that 
you are concerned about some of the inconsistencies 
in the mavter ofathexexport off energy) conerally 
which appear to require some analysis. What do 
you consider to be the inconsistencies? 

MR. KEYES: LE Vou. turin toypage, © 
think you will find one vof. the inconsistencies 
which we have noted, 

MR. PATTERSON: I did have that one but I 
wondered if there were other matters that you were 
thilOKINe Ol. babel yey Ou Wereyconcerned about 
restrictions on electricity and the export of gas 
rather than its use in Canada. 

MR KEYES: I think that is the main one, 
that is the major one. 

MR. PATTERSON: Have you anything further 
in regard to what you think of as other incon- 
sistencies? 

MR KEYES: No, not at this point. 

MR. PATTERSON: sis \your, thinking -thati.it 
could be a better use for Canada to make particularly 
of natural gas by reason of its petrochemical pos- 
Sibilities, to use that here even to the extent of 
using it for thermo, purposes and the export being 
something, such as electricity, which does not have 
the other side uses? 

MR, KEYES: I do not think our thinking 


would lead us to the point where the end uses to 
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which the export of fuel is to be put would be a 
consideration. Does that answer your question? 
MR. PATTERSON: I think it does, yes. 
Since we have reached page 8, you say 
at the top of that page: 
"These studies show that a 75 per cent load 
would enable this northern power to compete 
with alternative sources”, 
The 75 per cent load I do not quite follow because 
I do not have the size of facilities. What is the 
nature of the 75 per cent load? 


MR, KEYES: Seventy-five per cent of 


facilities would be loaded to capacity for 75 per 
cent of the time during the year. 

MR. PATTERSON: That is, no matter what 
size of faci ety you-are using? 

MR. KEYES: Well, the reference from which 
we Grew this 75 per cent load was based on the mag- 
nitude of the development that might be considered 
on the Nelson River in the neighbourhood of 
200 to 400 megowatt plants. 

MR. PATTERSON: That is what I was 
concerned about. Your suggestion in regard to 
power and the idea of entering into Ghat fLeid 
of the Federal Government is due to what you say 
at page 9. You are interested in the expansion 


of the transmission network to available markets 


annual use is what we are speaking about, The 
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because that is the most serious handicap to the 
development of northern Canadian water rower. Now, 
do you think it is equally proper for one to read 
that sentence simply substituting for "develop- 
ment of Northern Canadian water power sites" the words 
"Western Canadian o11" or "Alberta gas"? Is your 
northern water power problem to be judged in isola- 
tion or are we to consider all tudes developments by 
extending Canadian export markets in one trough and 
try to remedy everything for everybody? 

MR, KEYES : There are two or three dif- 
ferent points in the question: dealing with the 

| first one first not necessarily in terms of the 
question which you put, in our minds being the most 

important one, the essential elements do exist in 
terms of raw material, productive source of supply 
being available not remote from its possible markets, 
the handicap being the means of getting it to the 
market, In that sense they are similar. I must 
apologize, I have lost your second point. 

MR, PATTERSON: Well, I asked, after azree- 
ing with that do you feel that since the export- 
ing of these resources suffer from the same handi- 
cap we Should consider all of those together and try 
to work out some kind of balance? 

MR. KEYES: Well, certainly the development 
of site in areas in Western Canada, hydro sites 


in Western Canada where there are relatively small 
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Canadian markets spreading castward or westward, the 
export market would be an attraction. Ws have 
indicated in the bricf that one should not consider 
natural gas exports without giving some considera - 
tion with respect to the export of electrical energy. 
On the other hand, I think also in the brief we 
would be at a loss to suggest to you .how one might 
go about gétting a degree of consistency across the 
various fuels. You have gas in one form and cil 
in another and water power in another. In other 
words, beyond the fact there is something inconsistent 
in saying that you may export natural gas but you 
cannot export electrical energy over the same 

| term of years, 

| MR, PATTERSON: Well, then, would you 

not think that this National Energy 3o0ard which 


is one of the things we must talk about is perhaps the 


best way in which development and advice to govern- 
ment in regard to the inconsistencies you have men- 
tioned could be worked out? 

MR, KEYES: Mr. Moffat is our Energy 
Board man, 

MR, MOFFAT: Before starting on the 
Energy Board I would like to go back to the other 
question and I would refer you to the bottom of 
page 84 and the top of page 85. This is another 
Subject that comes up twice in the brief and we 
make a point there in connection with federal 


participation. In projects of this type we think 
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federal participation should come under two points. 
The last sentence of the paragraph -- (1) where 

it is of such magnitude that it is a national 
enterprise in its own right and (2) it is something 
that could be extended to residents in all parts 

Di Canadaieos YousWildwiOlLicerancarerulechoice of 
words, "equitably". We do not say the same type 

of project in everyarea but available to them if 
they wish to use the same thing equitably, so if 
one gets transmission another gets something else. 
The transmission line has the added feature that 

it is one that canapply in nearly all areas because 
nearly all the areas have long distance transmission 
lines So you have a special circumstance there. 

If one does not want to use it and is interested 

in something else the principle that we lay down is 
"available equitably to residents of all parts of 
Canada", 

MR, COMMISSIONER HOWLAND: I take it that 
you are thinking now that the Federal Government 
should keep an eye on regional interest? 

MR, MOFFAT: ThaiGenls rsoht 

MR. COMMISSIONER HOWLAND: You are not 
going to relate equity to per capita consumption? 

MR, MOFFAT: No. 

MR, COMMISSIONER HOWLAND: But reasonable 
regional - - - 


MR, MOFFAT: Reasonable regional -- all 
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parts of the country get the same assistance, 
MR. PATTERSON: So you are Zo0ing back, 


because it is at page 35 that the thought I put to 


you a2 moment ago came to me, 

MR. MOFFAT; Yes, 

MR, PATTERSON; Perhaps in advising the 
Federal Government as to its participation in 
these projects some form of board would have a 
reasonable place? 

MR. MOFFAT: Les  sOUr tnhouecht, on that 
is that some form of a national policy should be 


Nvisaged and those thinzs should be developed within 


a9) 


a general policy framework, but that does not 
necessarily mcan there should be a specialized 
board for that purpose. We try to deal with that 
a little earlier, starting at page 82, near the 
bottom of the page, where there is a reference to 
the National Energy Board, 

MR, PATTERSON: Tngte i serient. 

MR, MOFFAT: And we have made the posi- 
tion that a good many of these problems, and parti- 
cularly the problem we have just been talking about, 
are of such major issue of national policy that 
you cannot really effectively delegate them to 
anybody except an elected representative of the 
Parliament of Canada, and any national policy 
Should belt led back to that iwith possible daily 


administration and study made by someone Slse. Dut 


one 
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the real responsibility should be tied back 
to the clected re,resentatives. 

We also make the point that a substantial 
cart of the problem of energy has to be coordinated 
with other things. For instance, is the cost of 
transporting coal by rail an energy problem or a 
transportation problem? if you take 1G cur of 
transportation and put it into energy you break 
Gown a coordination which is already there. You 
can find a zood many examples of that where creat- 
ing an energy board would make a good package on 
the one hand, and break it up on the other. 

You have heard the arguments in favour 
of it, and I don't think we need repeat them. 

MR. PATTERSON: The reason I am putting 
to you the arguments on the other side is to get 
you to amplify yours. 

MR, MOFFAT: Yes, I realize that. 

The conclusion we came to as to the attitude to be 
taken by the Federal Government -- and these 

points have been cleared with the Government -- 

is that we should not express an opinion, but simply 
say that the Federal authorities should go about 
these things, and we are not presuming to advise them 
as to what should be done. However, if they are 
going to set ur this kind of permanent board 

they should not overlook the fact that these kind 


of problems will arise with them, and then we 
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throw out the thought that maybe a zood number 

of these problems would be dealt with better by 

a Royal Commission type of thing, which would do 
the study, make the recommendation to the Govern- 
ment, and then disap year, rather than become a 
long-term thing and that we should suffer from 
Parkinson's law (if I may use your Secretary's 
name), This was the conclusion we came to after 
a good deal of discussion on both sides, and you 
Willd findstheresis no firm’ policy? 

MR. PATTERSON: No. That thinking -- 
does that apply to the question of rate suver- 
vision of pipelines with the same force? 

MR. MOFFAT: No, not quite the same force, 
On the rate supervision, we reached a slizhtly 
different conclusion: on the rate supervision 
it seemed to us that the coordination with other 
types of industry, transyortationwisce, would be of 
greater importance, and also that there needed to 
be available the facilities of some people who are 
Specialists in the field and who know a good deal 
about the background. The suggestion we are 
making here, a couple of pages earlier, is that 
Such a type of organization should be in existence 
and more or less set up on the basis of somebody 
pulling the trigger and putting it into effect, 
but not that it should be injected in the sense, 
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thing permanently”. 
You will find we use the words "from 


time to, time” 


and so on, with the idea that if 
the cublic and a substantial number of the people 
in the community become dissatisfied, then they 
have an appeal to somebody who can look at this 
thing. But, the machinery to do that should be 
created and held in abeyance and not put into 
effect unless a substantial number of complaints 
arises and there is any Significant amount of 
dissatisfaction. 

One point we made specifically was that 
there should be published tariffs so that there 
would be full information available. As we under- 
stand at the present time, on oil the tariffs are 
being published, but they are not approved; simply 
published. 

In the case of gas pipelines, apparently, 
the only published source is the prosjpectus of 
the company. We think there should be provision 
that there must be public knowledge, and then, the 
machinery which should be invoked to look at that, 

MR.PATTERSON: Would you envisage these 
people you mention, who would deal with that prob- 
lem, were there public concern, would be sort of 
taking a dry run all the time and keeping an eye 
on these things and analysing them, and So on, 


and if they felt it was out of line they would 
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say nothing until the public squawked? 

MR, MOFFAT: Well, this is one of those 
questions as to who pulls the trigger and when, 
and I don't think we have discussed it in such 
light, One member of your Commission knows We 
have been over this subject with respect to the 
Board of Transport Commissioners, 

MR. PATTERSON: Yes, 

MR. MOFFAT: The thing we fear -- and 
on which we have quite strong instructions from 
the government -- is putting in another regulatory 
body, but, on the other hand, work out something 
to be there if anything arises. If it turns out 
you are getting those kind of inquiries too often, 
then you may have to do something else. 

MR. PATTERSON: Mr, Chairman, if we could 
have a few minutes! break I could consult my notes: 


fi believe. nave coverco- Une  2round. 


---A short recess, 


THE CHAIRMAN: We will now resume our 
hearings. Mr. Patterson? 

MR. PATTERSON: Thank you, Mr, Chairman. 
I have reviewed my notes, and that concludes the 
questioning that I have, Thank you, 

MR. COMMISSIONER BRITNELL: Just one or 
two points ofdetail that I would like to get 


sorted out: first, on page 45, the table at the 
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top of the page and the explanation below; how 
the sulphur content of Manitoba crude produced a 
penalty in the form of a price reduction between 
January 7, 1955 and February 16, 1955. I notice, 
though, that before that there had been a 
considerable price reduction from January, 1954 
to January, 1955 and I wondered what might have 
caused that; or is it part of the same thing? 

MR, KEYES: iNew, a= pleayy © Mig ietol st aren) eel el'4 
we can give you a specific answer to it. It could 
have been adjustments from the exchange value of the 
American dollar, and that sort of thing. I don't 
think we can be specific. It certainly is not the 
Sulphur content. Mr. Moffat indicates in the third 
and fourth lines the adjustment as between July el, 
1953 and January 14, 1954; that adjustment was an 
adjustment because of the introduction of the Trans- 
Prairle pipeline and the establishment of field 
Service’. 

MR. MOFFAT: The one price of 2.835 is 
celivercd co Cromer, and cne other is delivered to 
the receiving end of the line. 

MR. COMMISSIONER BRITNELL: Yes, I 
noticed that. It was the one beginning January 16th -- 
the next 16 cents -- that I was puzzled about. I 
would assume from what you have said, and from 
certain material presented in the brief, that 


meoeraghical Location gives Manitoba crude a price 
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advantage of approximately 18 cents over Redwater 
Crude wa. woth not sure where I picked that up. 

MR. MOFFAT; Page 49, 

MR. COMMISSIONER BRITNELL: Yes, there 
16ya, tablepchicre, 

MR. MOFFAT; Cromer to Sarnia 48 cents; 
Redwater to Sarnia 66 cents, 

MR, COMMISSIONER BRITNELL: And that would 
hold for both the American and Ontario markets -- 
that price differential or price advantage of about 
18 cents? 

MR. KEYES: Not exactly. It would be, 
approximately, but you are taking a basic point 
at Sarnia and deducting the Cromer price, where you 
have got an 18-cent differential there, and it 
would be smaller at intermediate joints. 

MR. COMMISSIONER BRITNELL:I wondered 
about that. Your advantage in the American markets 
in the mid-western States would not be as great 
as that. 

MR. KEYES: It would be the transportation 
haul from whatever point you wish to take, 

MR, MOFFAT: At page 49 you have Redwater 
to Gretna, 38 cents, and Cromer to Gretna, 12 cents, 
which leaves a difference of 26 cents. 

MR, COMMISSIONER BRITNELL: Quite, 
It is in general, though, this geographical advantage 
reflected in the wellhead price which would enable 


you to sell your total production even if Manitoba 
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should become on balance, like Saskatchewan, a 
surplus producer of crude oil. 
MR, KEYES : Yes; basically, it would be 
an attraction, 
MR. COMMISSIONER BRITNELL: There is 
one more point on page 82: I wondered whether 
you would mind clarifying the first full sentence 
at the top of the page: 
"If it should become necessary for the public 
authority to intervene, the first action 
might be in regard to the overall level of 
earnings and only at a later stage might at- 
tention be directed to rates and charges". 
MR. MOFFAT: Drew bratnel i, this is 
part of the general approach we have been trying 
to visualize here, that this process of relat- 
ing prices and charges would be a step-by-step 
thing, going the least distance possible, and 
We are Suggesting that at the start it should be 
simply a requirement of keeping in touch with the 
situation, knowing the information and having the 
rates published. Then, in, this sentence we are 
suggesting if that is not satisfactory and there 
has to be some further investigation, maybe the first 
investigation might limit itself to a look at the 
overall level of earnings, and if something needs 
to be done and it is found the earnings of one of 


the pipelines is too high, something may be able 
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to be worked out to take care of it at that point 
without having to go into a detailed investigation 
and fixing the charges along the line. If that 
should prove unsatisfactory, then only at a later 
stage do you have to go into full detail. 

MR, COMMISSIONER BRITNELL: One more 
point on which I would like to know whether I 


am rizht in the assumption I am making: Am I 


right in assuming -- and this arises, lL abel dey ey bh eye cep 
one of your last answers -- that given proper 


safeguards you would prefer a separate regulatory 
body to some sort of expansion or extension ony 
the existing powers and responsibilities of the Board 
of Transport Commissioners? 

MR, MOFFAT: No, L don't think you can 
read that into what I said. 

MR. COMMISSIONER BRITNELL: I wasn't 
trying to. 

MR. MOFFAT: I didn't intend that. 

MR. COMMISSIONER BRITNELL: No. 

MR. MOFFAT: I think the point we want 
to make, fundamentally, is that the Federal officials 
are in a better position to judge it than we are, and 
it should be left over for them to decide whether 
it would be a job added on to the Board of Trans- 
port Commissioners, or whether it would be a 
separate body. 


There is this about it, however: it has 
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to be done by Somebody who is familiar and up to 
date With rate repulatvion tecnnigques, and if this 
is primarily a transportation problem itmay be 
more important to coordinate with other aspects of 
transportation than with other aspects of energy, 
and that leads to the argument that it could be 
well done by the Board of Transport Commissioners. 
But, we wanted to leave it open. As a matter of 
Fact, one drait of tne prier nad’ the Board of 
Transport Commissioners named as a suggestion, and 
then we took it out so as to leave it open. 

MR, COMMISSIONER BRITNELL: You have 
a completely open mind? 

MR, MOFFAT: Yes. 

MR. COMMISSIONER HOWLAND: I would like 
to refer back to our ‘conversation about pricing 
in Manitoba for crude oil. I notice at page 78 
when you are commenting on the import of petroleum 
and its products that you are opposed to quotas on 
the ground that apparently these imports affect 
the pricing structure here as weil as the price of 
Orude Cid i oar iid: "is cite cOrrecny.: 

MR. MOFFAT: Yes, a fairly important 
amount of imported products coming into this 
province from the States and Eastern Canada, 

MR. COMMISSIONER HOWLAND: So you have 
two things bearing on the price structure: the 


Sarnia price of crude and also the competitive 
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price of imported products? 

MR, MOFFAT; MGs andein aaddlclon vo 
that, and probably more important in the short run 
than that one, you have the fairly strong position 
of a refinery which is carrying itself through 
into the retail price, and we also have the fairly 
Substantial reduction in the last few days. We 
have had a series of those, and that is aside from 
and over and above what you might call the whole- 
Sale, 

MR, KEYES: Mr, Howland, there is a very 
Small proportion of Manitoba's product requirement 
imported at the present time. It is on the petroleum 
gas and that sort of thing; so, I think you can say 
essentially it is the crude, There is not too much 
product imported into the province that we cannot 
Peranewmiere, 00, Lethink'yournmlehnt: say 1t is the 
crude prices in the province -- basically, the price 
of petroleum, 

MR, COMMISSIONER HOWLAND: Yes, but do I 
take it correctly that because you feel so stronzly 
about the question of quota being applied to im- 
ports, on page 78, because even if the movement 
is only small,the freedom of that movement --- 

MR, KEYES: YEG, Gunoue ts Lt. 

MR, COMMISSIONER HARDY; I might comment, 
Mr. Chairman, that the oil companies led us to 


believe in Calgary that in the Ontario area 
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the retail price was governed by the imported 
products rather than the crude price plus transporta- 
tion. 

MR, KEYES: I am sorry, I was speaking 
of a situation on which I do not have particular 
knowledge, 

MR. COMMISSIONER HARDY: There is greater 
movement into Ontario price-wise than there is 
here, but it still does govern the price, accord- 
ing to the large oil companies; 

MR; KEYES: Far be it from me to attempt 
to enlarge on that. 

MR, COMMISSIONER HARDY: It is an 
important point in deciding as to what the implica- 
tion of quotas might be, and the best evidence, 
as I read our transcripts, you have got the retail 
price that is governed by different factors 
entirely than the price that is paid. 

MR, KEYES: I think you cannot get away 
from the fact that imported product is affecting 
the price structure in thisecountry.sYou might 
develop my argument to the point, though, that if 
an Ontario refiner is going to manufacture his 
products, heohas to set his’ price based on imported 
products, and therefore that is reflected back in 
thepprice tof crude which, in) turn, moves back 
into Manitoba. So that you do have your imported 


product price structure governing your refining 
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MR, COMMISSIONER HARDY: My only answer 
to that, aS an amateur economist, is thatI agree 
that is what should happen, but it doesn't seem to 
be hagpenine: giltvweoesenot Lit theepicturer presented 
to us, 

MR. KEYES: Well, I would not argue with 
what transcript you do have, 

MR. PATTERSON: Mr. Chairman, if I might 
just for a moment make one matter clear: I 
overlooked this morning making it clear on the 
record that in marking the brief as W-21-1, the 
appendicesiwilcnvare contained in ay large red 
folderpeare notubeing separately marked, since 
Chey are slisted as appendices to the brief itself 
and become part of that submission number, 

THE CHAIRMAN: Mr, Moffat, Mr. Keyes 
and Mr, Cowan, we thank you very much for sub- 
mitting this brief on the part of your Government, 
I notice in your bricf you state that later you 
you will submit another one, which I assure you 
will be quite welcome and a great asset to the 
Commissioners towards the solution of this problem, 

MR. MOFFAT: Mr, Chairman, for the sake 
of the record we should be clear that we asked 
for the right to submit another one. We do not 
want to be committed that we necessarily will. 

THE CHAIRMAN: It will be welcome, any- 


way. Thank you very much. 
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Submission of 
TRANS-PRAIRIE PIPELINES LTD 
APPEARANCES : 
Mr. Don, R. Brandt - President 
Mr. D. J. McDonald -~ Director 


Mr Ry Go By Dickson, @.C. ~ Director, and 
Vice-President 


te. wi. Blair -~ Counsel 


THE CHAIRMAN: We will now proceed with 
the submission of Trans-Prairie Pipelines Limited, 

MR, PATTERSON: Mr. Chairman, I would 
ask that the submission of Trans-Prairie Pipelines 
Limited be marked as Exhibit W-2l-e. 

-~--EXHIBIT NO. W-21-2: Submission of Trans-Prairie 
Pipelines Limited. 

MR. PATTERSON: Mr, Blair, counsel for 
Trans-Prairie Pipelines Limited, is here and I 
would ask him to introduce the gentlemen who will 
be making the submission. 

MR. BLAIR: Mr. Chairman, members of the 
Commission, the submission will be read by 
Mr. D.R. Brandt of Edmonton, President of the 
Company. We also have Mr, D.J. McDonald of 
Winnipeg, a director of the company, and we hope 
to be joined in a few moments by Mr. R.G.B. 
Dicksons@.0..) of Winnipes, a dircctor and vice- 


president, and we put ourselves entirely in the 
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hands of the Commission as to how the submission 
should be presented, If it mcets with your 
approval, Mr. Brandt will commence reading it. 

THE CHAIRMAN: Yes, Mr, Brandt, you 
may proceed, 

MR. BRANDT: Thank you, Mr. Chairman 
and Commissioners. 

The purpose of this submission is to 
assist the Commission by acquainting it with 
the operations and viewpoint of an independent opera- 
tor of oil pipelines. Trans-Prairie Fipelines Ltd. 
is an independent pipeline company in the sense 
that 20 a6 not directly or indirectly connected 
with any producing or refining company and is en- 
gaged solely in the business of pipeline trans- 
portation, 

PART il. Deseription of Trans-Prairic 
Pipelines Ltd, 

1. History: The company was incorporated 
in the. Province of Manitoba in August 5, 1954. It 
acquired a pipeline system, which had commenced 
operations in January 1954, gathering oil from 
the Daly field in southwestern Manitoba for 
delivery to Interprovincial Pipe Line's pumping 
station at Cromer, Manitoba. 

The construction of this pipeline was 
undertaken originally by an independent group when 


the large producing companies interested in the ficld 


; ; fai j i" ee ety te 
re ts » a _ a + 
' uf ye “ ig ; je Tos yi ~. es TERS 
§ i oa is ae ff he 
Gye mer - bot oe hes i) 
‘ cS “ oe es od TF: Sorti fog? | 
i £3 4 . hy i - Ride: tee rs i 
. rm | ey! oe 
IST VIO Gt BSW. Yusages wet SCT FELH ©. 24 
; Oh GR ORCE BEF. ae 
“a ; ’ : ae ‘4 Ay 
Gl ORL 2 Cag nk A009 Pe Se nivor | aa | 
4 na it mee S ery a 
Dood seston: Bal sdos RO nein a sorhiiBoe, 
; 5 es te a : 
hail sie. jute Ls ae ee +. TF short We “ate sages 
=e. Sam Pee P a £ z 
be e ibid i oe ’ 
fod gniy Blodky Bye, gute 6 ytovite 


ot ni? ude gt budhos.inl plana ee i 


tars 


qolsa indie sie wor: thy a ange 
snoy Hd sw adeve ate. spsiguaon un] 


€ Rey) 


OL siDNGS4  oSsumess fitw spetiaet 3 
LLY dition’ at aut Wales em? « | 
a Cm A CEE: Roe baer ane cian Kau , 


ORon hen. .-7) , oe AeAT aN a | 
sce resaaad brn 


ah. ee We 


wpe event Se BOS, 20 BD ta le he | 4a ree Y 


ow Toy fae 


: fs coe es ee | i 
isiw'dt salspipupon ae og serail Per Sesean’ 
Sisitisesgesay aw Tis srs! gt fate ba aentdaonege orf 


itt win foxes ber -5n ort swank aah rid 44) 4n9* 


roe ie 


sate 


Sed onl ef: erie: oe a srt ‘obe iin. a. 


mre ty > 
> 
slate 


hotobmigs wito oVkaek ta, yivou" ib wag a2 ‘tr sa” | . 


Ste rk 4 


a fAsgege® ss EOL TY 1 bunk ~ubO wy ene Ad'te 
1 off, odt) io Sepeteee tar Os uepfes basse 


: vag.hd ito 


in,» a : 
ee - qo bdot ina ,aomor. Je eee 


ed mee ie eore dl fs al 1 


“apie stieGay.bs BRA) Ig bas yiohiy nd et 


reteta Parone ; 


Ke dete Ww kl Ste OG, a 45 


a vo, | - 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Or 
I 
ON 
LO 


showed no interest in the carly development of a 
pipeline system, The operation of the pipeline in 
the Daly field and its extension to the Virden-— 
Roselea ficlds were key factors in the spectacular 
growth of these fields in the years 1954 to 1956. 

I would like to read an insert at this 
time, with your permission. In May SE O55 0 rane - 
Prairie Pipelines Limited applied to the Saskat- 
chewan Conservation Board for a construction permit 
to build gathering systems in the Midale, Alida and 
Frobisher ficlds to railroad loading racks in south- 
castern Saskatchewan. This was stage 1 of a two- 
stase plan to get this crude to an all-year market, 
Some of the major producers in these fields asked 
tO have the hearings postponed, and it is felt 
that Trans-Prairic's action stimulated the applica- 
tion by Westspurto the Board of Transport Commis - 
sioners to construct the system to serve the same 
general area. 

In 1955 Trans-Prairie incorporated a 
pipeline company by special act of the Parliament 
of Canada for the purpose of extending its pipe line 
system into the adjacent developing opiglp sie kelse ye se 
southeastern Saskatchewan. This company, however, 
was unsuccessful in its application to the Board 
of Transport Commissioners for Canada and the Board 
zranted the permit to construct in the new 


Saskatchewan ficlds to Wcstspur Pipe Line Company 
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which had been organized by Imperial Oi1 with 
other producers later becoming shareholders, 

In 1956, important new oil discoveries 
occurred in Saskatchewan in the vicinity of 
Weyburn, west of Midale, the terminus of the 
Westspur Pipe Line Company system, Westspur 
refused to consider an immediate extension of 
its pipeline into the new fields. Trans-Prairie 
then applied for and, after a hearing before the 
Saskatchewan Oil and Gas Conservation Board, ootained 
from the Saskatchewan Minister of Mineral Resources, 
a permit dated October 1, 1956, to construct a 
pipe line system in the Weyburn-Halbrite facilds Loz 
the purpose of delivering 011 to the Westsyur 
system at Midale. Westspur was stirred to action 
by the application of Trans-Prairie in Saskatchewan 
and applicd shortly afterwards to the Board of 
Transport Commissioners for permission to construct 
a similar pipeline to the Weyburn-Halbrite fields. 
Its application was dismissed after a hearing on 
October 15, 1956, on the ground that duplication of 
pipeline facilities in the field was not in the 
public interest. 

Subsequently, on November 5, 1956, 
Westspur applied to the Board of Transport 
Commissioners for a permit to build a pipeline to 
the Florence area. This application was opposed 


at hearings on November 22 and 23, 1956, by the 
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Saskatchewan Department of Mineral Resources on 

the zround that it was premature and Giabele Liver — 
fered with proper management of the newly discovered 
oi) field by che Province, It was considered that 
this premature application might have been made to 
tie up the newly discovered Florence field and 
prevent it from falling to Trans-Prairie or some 
other provincially incorporated company. The Board 
of Transport Commissioners reserved its decision and 
later Westspur withdrew its application as paru, OL 

a general settlement in which 1c concedeo: Juris; 
diction over gathering lines to the Province Of 


Saskatchewan. 


| The Trans-Prairic pipeline system is 
one of the very few in Canada, apart from the 
lines wholly owned by major companies, built 
without the benefit of any througnput agreements. 

This brief history will indicate that 

Trans-Prairic, as an independent company, has been 
able to provide pipeline service to two new oil 
ficlds much more quickly than large oil companies 
or pipe lines controlled by them were prepared to do, 
It may also indicate that, spurred by the competition 
of Trans-Prairie, pipelines owned or controlled by 
large oil companies have endeavoured to extend their 
systems more speedily and even prematurely into new 
fields. It also demonstrates that Trans~Prairie has 


been and is affected by the confusion about jurisdictipn 
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over pipelines. (Trans-Prairie participated in the 
hearing by the Board of Transport Commissioners oh 
November 5, 1957, of the application by Westspur 

for permission to transfer its gathering lines to 
Producers Pipelines Ltd. and supported the application.) 

2, Overations and Financial Structure: 
At present the company operates 105 miles of Sats 
4" and 6" pipe in the Virden-Daly fields in 
Manitoba with a capacity of 23,000 B.D. Through- 
put in 1957 totalled 6,010,946 barrels. 

The Weyburn system consists of 50 1/2 
miles of 4", 6", 8" and 10" pipe with a capacity 
of 40,000 B.D. Throughput in 1957 amounted to 
Bee ea ea LTe Lon. 

An orientation map of the company's 
present and projected pipeline system is 
included on pages 10 and 11 of the 1957 Annual 
Report filed herewith. 

MR, PATTERSON: Mr, Chairman, if I may 
just interrupt for a moment, perhaps we should 
take this opportunity to file that Annual Report 


as W-2l1 -2-A e 
---EXHIBIT NO. W-21-e-A: Annual Report. 


MR. BRANDT: Total investment in Plant, 
Property and Equipment at cost on December 31, 
1957, exceeded $3,300,000 of which $1,800,000 was 


in the Virden-Daly ficid and $1,500,000 in the 
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Weyburn field. 

The following table may assist in assess- 
ing the company's growth and the growing import - 
ance of its service to the oil industries. 


Year Total Investment at Cost Throughput (bbls) 


1954 $ 790,184.35 923 , 897 
1955 14207 126122 4,000, 607 
1956 2,235, 888.39 5,750,515 
1957 3,355,197.20 8,740,271 


It is expected that the cost of additions 
to the system in 1958 will exceed $150,000 for 
the Manitoba fields and $650,000 for the Saskat- 
chewan fields and that yearly throughput will rise 
to between 11,000,000 and 12,000,000 barrels. 

A copy of the last balance sheet of the 
company is attached as Appendix 1. Of the common 
shares, 96.7% are owned by Canadians and 64% are 
held in Western Canada, 

Here I would like to read to you the 


Board of Directors. 


Mr. Don R. Brandt - Edmonton 
lio. heb. Dickson,@.¢. - Winnipeg 
Mr, D.J. MeDonald - Winnipeg 
Me ic. Croteau - Calgary 

Mey went waepe ~ Edmonton 
Mr, W.S. MeGrezgor - Edmonton 
Mr. R.N, Knapp-Fisher - Weyburn 

Mr Pol. Macken2ie - Montreal 


Historical summaries of the published 
tariffs of the company are attached as Appendix II. 
The tariffs have been reduced several times as 
throughput has increased and the benefits of 


economies achieved by the company have been passed 
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On) vO Shippers of crude, 
In the following sections of this submission 


the company wishes to offer comments on pipeline 


policy and jurisdiction and to make recommenda - 
tions for the consideration of the Commission. 
PAR ee kik PIPELINE POLICY. 
1. Present position of Canadian Pipelines: 
The present position of Canadian oil pipelines is 
summarized in the two following extracts taken 
from the study on Canadian Energy Prospects pre- 
pared for the Royal Commission on Canada's 
Economic Prospects: 
"Oil pipelining in Canada has also become a 
major industry. Beginning with the construc- 
tion of the Portland-Montreal pipeline in 
1941 and given considerable impetus by the 
discoverics in Western Canada after 1947, it 
has now grown to the point where main trans- 
mission lines with a combined length of 6,000 
miles are in operation across the country. 
As a rule these facilities are operated by 
the large internationally connected oil com- 
panies, Ownership and control is overwhelming- 
ly in non-resident hand", (p. 145) 
"Row small or independent concerns have man- 
aged to retain their identity in the pipe- 
line business." (g. 147) 


While the corporate structure of Canadian 
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plvelines Ganies ithe reality sof (control iby large 
international oil company does not. (The degree 
of control exercised by international oil companies 
is indicated by the following extract from the 
Report of the Royal Commission on Canada's 
Economic Prospects at p. 130 
"At the end of 1956 approximately 75 per cent 
of the proven oil reserves in Western Canada 
were controlled by six of the largest inter- 
national companies; and the same six companies 
held between them about 40 per cent of the gross 
acreage under reservation or lease in Western 
Canada. At the same time over 85 per cent 
of the total refinery capacity in Canada was 
also subject to foreign ownership and control".) 
In some instances the public or other producers are 
admitted to participation as shareholders but there 
is no evidence to show that, in these cases, the 
control exercised by major international companies 
over Canada's principal oil pipe lines is in any way 
diluted, Only rarely is company control both actually 
in Canadian hands and independent of any production 
or refining interests, 

Control] of transportation facilities nis - 
torically has been regarded as a key weapon of major 
oil companies in retaining control of the market. 
(Rostow - A National Policy for the O11 Industry 


(1948) p. 57-58. 
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"The chief weapon of the major companies for 
protecting their position in the market for 
crude oil is their ownership of pipelines, the 
indispensable link (except for shore and off- 
shore wells) between the oil well and the 
refinery. To a lesser but still vital extent, 
ownership of tankers serves the same purpose 
of forcing the independent to sell his crude 
in the field, or to be dependent on independent 
refiners, weaker and far less effective pur- 
chasers of his product. Control of trans- 
portation facilities enable the majors GO L1OCcauc 
their refineries in the market areas, and has 
remitted non-integrated refineries largely to 
shifting and unsatisfactory locations in the 
field. In the late thirties, the major companies 
owned between 85 and 89 per cent of the important 
crude oil trunk pipelines.’) 

In 1914, Mr, Justice Holmes in the Standard Oil 

case stated that the company through its control 

Gr PlpelINnes:s se eK 
"made itself master of the fields without the 
necessity of owning them and carried across 
half the continent a great subject of inter- 
national commerce coming from many owners but, 
by the duress of which the Standard Oil Com- 

| pany was master, carrying it Aviles sown se. 
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While it may be objected that conditions 

have changed since the day of John D. Rockefeller, 
it must be conceded that control of pipelines is 
still eagerly sought by major oil companies and that 
the controversy over control of pipelines by major 
oil companies has not abated in the United States. 
(A current example is the protracted hearing by 
The Texas Railway Commission of an application by 
Texas independent producers requesting connection 
with established pipeline systems.) 

2, Public Interest served by existence 
of Independent Pipelines: The maintenance of 
independent transportation facilities serves the 
welfare of Canada as a whole as well as that of the 
oil industry. It has long been a cardinal principle 
of transportation policy that public carriers should 
be free of the control, whether direct or indirect 
of powerful individual shippers or users of their 
services. The principle is as valid in its appli- 
cation to oil pipelines as it is to other forms 
of transportation. The reasons for asserting this 
basic principle of public policy may be briefly 
summarized. 

a. No discrimination: An independent 
pipeline is free from any compulsion to discriminate 
between particular shippers or producers. The forms 
of discrimination are infinite and include denial 


of access, erection of unreasonable conditions as 
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to minimum tender, quality and other matters and un- 
reasonable restraint and delay in expanding pipelines 
into new ficlds, Although independent producers 
may be protected by conservation laws and other 
measures from the crudest type of discrimination, 
it would be unrealistic to ignore the obvious 
truth that the policies of substantially all 
Canadian oil pipelines are dominated by the major 
international oil companies participating in them, 

It should be noted that Trans-Prairie 
has always operated as a common carrier and will 
continue to do so. In the United States pipelines 
purchase crude to avoid being declared common 
carriers thereby being subject to tariff regulation. 
I believe it is regulated by the ICC. 

be fair endeEconoiic Tariiis:: The 
tariffs of independent pipelines must of necessity 
reflect actual costs of carriage plus a fair return 
on investment capital commensurate with the risks 
involved and introduce a salutary factor in an 
industry controlled by large integrated companies. 
An independent line, subject to regulation by public 
authority, is under constant and healthy pressure from 
its users to reduce charges to the lowest level 
consistent with economic and efficient operation of 
the line. Such tariffs are a realistic charge and 
represent neither a burden upon nor a subsidy to 


particular sections of the industry. 
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While the tariffs of an independent 

company like Trans-Prairie must of necessity be 
closely related to costs with profit calculated on 
a reasonable rate base formula, some lines operated 
by producing interests have not established their 
tariffs on the same principle. In 1955 for example, 
representatives of Westspur Plpe Lines admitted to 
the Board of Transport Commissioners that their 
proposed tariffs would be lower than fully economic 
tariffs. It was stated that the purpose of deé- 
preciating rates was to maximize the pro duction 
income of the company's producer shareholders, against 
which depletion allowance might be credited as 
provided by the Income Tax Act, (Transeript of 
€vidence, Board of Transport Commissions for Canada, 
September 21, 1955, at p. 3663: 

"On the contrary, their interest as producers 

is best served by earning a lower rate of return 

on the pipeline overation and Lnereasing the 


earnings in the producing end. This is due 


in calculating income tax, which has the effect 
of reducing the effective income tax compared 
with 47 per cent on pipeline earnings. 
Two undesirable consequences follow from 
this calculated departure from the Standard principles 
of rate making. First, the benefits which public 


policy intended to confer on the oil] industry as a 
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Whole in the interest of national development are 
distorted to become ne of unfair competition 
within the industry at the expense of the general 
taxpayer. Secondly, inequities result as between 
shareholders in such companies which tend to bear 
hardest on the smaller producers. Unless each 
producer should happen to own shares in such a pipeline 
company in exact proportion to his yearly throughput, 
it follows that a benefit is conferred on some 
HPeoducera 2 oie exADcusS= Dr others, Ji the propor- 
tion of capital owned by a producer is greater than 
his proportion of throughput, he will involuntarily 
confer a benefit on other producer shareholders, 
Conversley, if his shareholdings are proportionately 
less than his throughput he will have received a 
Nenelitoerromeouner producers. 
c. Initiative in developing new fields 
and markets: ‘The brief history of Trans-Prairie 
already given indicates that an independent pipe- 
line is more aggressive anddetermined in opening 
up new fields than lines dominated by large inter- 
Mnabional oll colipanies or aifiliaves, Tne report 
of the Royal Commission on Canada's Economic Pros- 
pects in several places comments on the divergence 
between the national interest and the particular 
interest pursued by international oil companies. 
See. alos 


"To the international oil companies with 
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operations in many parts of the world, it may 
not seem a matter of great urgency or concern 
whether large new markets are found for 
Canadian oil. They can supply all these 
markets from other sources and through other 
companies with which they are associated, 
They might even prefer to increase almost in- 
definitely their reserves of oil in Canada and 
draw down their reserves elsewhere, Also, as 
we have suggested, they are under pressure 
within the United States to do nothing that might 
disturb domestic prices there. In our opinion, 
however, it is clearly in the Canadian national 
interest that new markets be found. Only in 
this way can there be assurance that a steaay 
and rapid pace of exploration and development 
in Canada will be maintained. Only in this 
way can carly advantage be taken of this great 
natural resource and its exploitation not left 
to the hazards of an uncertain technological 
future. Above all, 1t.is only in this way that 
a place can be left within the Canadian oil 
industry for the independent Canadian producers, 
who, unlike the large international companies, 
must receive some return on their investment 
in Canada if they are to stay in business 


and not be forced to sell] out to the foreign- 


is eae owned companies, which already hold such a 


high proportion of all the acreage now under 
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reservation or lease in Western Canada. It 
would seem that here is “one instance, as is 
Suggested in the discussion of foreign invest- 
ment in a later chapter, where there might 
easily be some divergence between the Canadian 
national interest and the interest of foreign 
companies operating in Canada." ) 
An independent pipeline is not inhibited by ties 
with existing domestic fields or considerations of 
foreign oil operations and is prepared to offer 
service to new fields much more quickly than pipe- 
lines controlled by international oil companics, 
An independent company is able to assess each new 
field on its economic merits and is not dis- 
tracted by conflicting considerations which affect 
the policy of international companies. 
Experience does not in any way support 
the contention of other pipeline companies that 
the development of a Canadian oil industry will 
be hampered if control of pipelines is given 
to independent companies. Rather the opposite 
result may well follow because of the greater 
initiative which these companies can be expected 
to show in the developing of their enterprises. 
d. An answer to Monopolistic practices: 
Independent pipelines are the natural allies 
of independent producers in their constant striving 


to expand and develop Canadian oil production, 
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Independent pipelines serve the interests of in- 
dependent domestic producers and, equally, the 
strength of independent pipelines is enhanced by 
development of independent producing and refining 
interests. The interposition of some independent 
pipelines in the nation-wide network of producing, 
transportation, refining and marketing interests could 
disrupt and, to a degree, control the otherwise 
virtually complete monopoly over the oil business 
exercised by large international companies. 
The growth of competitive influences in the oil 
industry would ultimately benefit the consumer as 
well as the independent producer. (Rostow--A National 
Policy for the Oi1 Industry: pi 57% 
"The major companies have two chief interests 
in the price of crude, They are generally in 
favor of production controls, and an adequately 
high market price, which are the necessary con- 
ditions of high retail prices. Under conditions 
of high production and intense competition in 
the crude market, it is more difficult for the 
majors to buy up independently produced crude, 
which might otherwise be sold to independent 
refiners and reach the retail market through 
independent distributors, The major companies 
know that in the past a relatively small flow 


of cheap crude through independent refiners 


SS ae ae to the retail markets has been able to exert a 
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disproportionate influence in the fragile 

and monopolistic ‘led" market for gasoline. They 

realize also that even though they now control 

a larger share of known reserves than ever before 

new fields outside their own areas of control 

may be discovered, to impose new strains on 

the price system unless the policy of overall 

limitation of production is firmly enforced. 

In this way they can be reasonably sure that 

their investments will be protected against 

great changes in values which might otherwise 

follow new discoveries of oil, or improvements 

in extraction technique. On the other hand, 

the major companies are the purchasers of crude 

oil, and as such are interested, within the 

framework of control, in buying as cheaply 

as they can.") 

e, An opportunity for Canadian investment: 

The history of Canadian pipelines has been excellent 
and they provide a most attractive vehicle for 
Canadian investment in the oil industry. Inde- 
pendent pipeline companies, whose shareholders are 
widely diffused, offer an excellent opportunity 
for Canadian investors to participate in and 
contribute to the development of the Canadian oil 
industry. This opportunity is substantially denied 
to Canadians to the extent that pipelines are owned 


or controlled by international companies. 
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3. Principles of pipeline policy: 
Canadian and United States oil pipeline experience 
has indicated that certain basic Rais must be 
observed in the development of sound pipeline 
policy. In essence Trans-Prairie adopts "the three 
general requisites of any public policy toward crude 
oil pipelines" stated by an authority in the field, 
as follows: 
"(1) Acknowledging the existence of long, 
intermediate and short-run decreasing costs in 
the operation of pipelines, any acceptable 
public policy toward pipelines must include 
provisions designed to achieve the social 
optimum of lowest cost per unit by encourag- 
ing the construction of the largest possible 
lines in any particular area. Because of 
the uneconomic higher costs (and therefore 
wasted resources) which arise from carrying 
oil in small quantities, any policy must be 
rejected if it encourages the construction 
of several small lines where one large line 
eould=be sed. 
"(2) All companies desiring access to the 
lines should have the right thereto both initiall 
and permanently guaranteed, in order that 
there can be no valid grounds for charges that 
the owners of the lines use them to control 


the producing and/or refining stages of the 
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industry. Not only should there be guaranteed 

access, there should also be equalized costs 

for all companies using the Tines. 

"(3) These two goals of any pipeline public 

policy should be achieved with the least 

possible amount of regulatory effort," 
(Cookenboo, “Crude Oil Pipe Lines and Competition 
in the O11 Industry" (1955) p. 128.) 

The implementation of a sound pipeline 
policy requires protective legislation to prevent 
it from being undermined by major oil companies. 
The economies possible from the construction of large 
diameter lines can only be realized if such lines, 
whether they be classified as gathering or trunk 
lines, are guaranteed the right of carriage from 
particular fields to particular markets. The policy 
represents a complete reversal of traditional 
United States oil pipeline policy which was based on 
the assumed right of each producer to bring his own 
procuce to market. ~The proliveration of a con= 
siderable number of smaller size lines, usually 
owned by large integrated oil companies, was not 
only uneconomic but enabled the owners of pipelines 
to auctate €frectively the conditions under which 
independent producers could operate. 
It would serve little purpose to review 

in detail the tangled history of oil pipelines 


in the United States. The comment of Rostow, 
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applics with particular force to United States pipe- 
lines: 

"Our laws controlling the petroleum industry 

arc a fantastic and inordinately complicated 

patchwork of State and federal regulation, 

and of industrial self-regulation..... Our 

system of oi] law is wasteful and expensive; 

its consequences have no connection with 

its avowed purposes. It permits and strengthens 

monopolistic patterns of policy for an industry, 

which, in an appropriate legal environment, 

might serve the community as a model of the 

social and economic benefits of competition.” 
(Rostow, A National Policy for the Oil Industry.p.Xv) 

The dominant position of large integrated 

oil companies owning pipelines in all major produc- 
ing areas has never been effectively challenged in 
United States Pipeline history. Successive attempts, 
dating from 1906, to make such pipelines common 
carriers, to limit their charges to other users 
and to limit thcir rates of return to their owners 
have all fallen short of their main purpose of 
breaking the monopoly power of the large integrated 
companies, Independent pipeline companies have had 
little success because of the failure of the law to 
protect their supply and market from the competition 


of parallel lines constructed by the large integrated 


vo companies. So much has this pattern of operation 
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impressed itself on the United States industry that 
one authority argues the case for independent pipe- 
lines is hopeless because they can, at any time, 

be denied their supplies or their markets if a major 
producing company in the field served by the line 
Should build its own line. 

(Wolbert, "American Pipe Lines, Their Industrial 
Structure, Economic Status, & Legal Implications" 
(1952) p. 102.) The inability or unwillingness 

of public authority to regulate the construction 
and operation of oil pipelines should never become 
in Canada a reason for the development of con- 

| ditions which, over the years, have placed in- 
dependent United States producers at a perpetual 


disadvantage, 


experience it is obvious that enforcement of sound 
pipeline policy requires clear regulatory legisla- 
tion and the determination to resist attempts to 
Undermine 16. 

4, Disadvantages suffered by Canadian 
independent pipeline companies: The basic dis- 
advantages that independent pipeline companics suffer 
under is the same as that affecting all independent 
Progucers nau CVery stvacc, ve Lu production, 
purchasing, transportation or refining, the Canadian 


oil industry is dominated by the international oil 


| 
On the basis of the United States 
companies, Independents, wherever they operate, 
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are "boxed in" and limited in their power of expan- 
Sion because of this inability to compete on equal 
terms with the huge international companies. 

While Trans-Prairie has operated an efficient 
and economic pipeline service and has acquired 
valuable skill and. experience in so doing, it has 
been frustrated in attempts to expand, For this 
company to survive, it is imperative that it should 
have an opportunity to offer its services in _new 
pieldspasaunicy Cevelop, in whe face of present. trends 
it appears that the prospects of such expansion arc 
not overly bright, 

The concern of Trans-Prairie about its 
future and the future of other independents arises 
Diver, CO preach OOlic1es, Of resulatory authoritics 
in relaglom Uo O11 pape lines and secondly, new 
policies which appear to be -evolving. 

(a) Present policies: At present, 
most permits to construct oil pipelines are granted 
only after a hearing by some competent authority 
such as the Board of Transport Commissioners for 
Canada or a Provincial Conservation Board. Such 
hearings follow a standard pattern. Applicants 
must present evidence of reserves and markets 
sufficient to ,justify the proposed line, engineer- 
ine aud Coscacvadence, evidence. oi financibility 
and tariffs. These proceedings should produce an 


environment equally fair to all applicants but in 
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fact they produce one entirely favourable to large 
companies, 
It is now not unusual for the larger 
companies to organize what are sometimes called 
"Joint ventures" in which all or most producers 
in the field are allowed some participation as 
shareholders. Though ownership is diffused, it is 
not seriously contended thatmajor companies do not 
control companies operated on this basis, However, 
the ability of a large company to line up a syndicate 
of producers in the field has a significant 
influence on the attitude of regulatory boards. 
| Not infrequently, some, if not all producers 
| underwrite the projected pipeline by entering into 
various types of throughput agreements or deficiency 


guarantees by which they undertake to maintain 


whether or not full use is made of it, Such 
guarantees have a marked influence on costs of 
financing the enterprise and are invariably refused 
in their original or modified form to any competing 
pipeline. Bond purchasers under present day cir- 


cumstances can be confronted with two identical 


projects except for throughput agreements, Decision 
as to preference in this event leaves little doubt. 
Financing without throughput agreements could be 
impossible, 


| 
the income of the pipeline at an economic level, 
Alternatively, the financing of the line 


gyal of poe elsehsyo lane 


ewan, aut a0? tevanny toa woo Prt ee 


“pst 6b, aoektomoa wns dinw satnagto “oa esinages 
ares cqienteg Yaom,. so E08 Won At "aomiiney garde? 


By testi 
we 


a6 MOR ag alee AG - seotle oat ‘ros gntd fit 


ea . + 
er ne 


aa she Syited. ef yisetsnes tual ‘aubbiods ada 
on ob aninequps ola mde bi ednttion \chenonme ion 


4 
ara 


— aan BF 6 i + “ie: ee uh ith eecomaade lorsnas 
solbaye & aw ontl oF Yreqmo = ak ys 46 witkes oils 


a Ale, 
ste 


jishltio.te & cad GLeRT GORI az exsentioky to 


283d Wiclealoget: te shade ee ne eaneulins 
/ See) hs on A 
prtrovkess (£6 Jou, 37 _ onus: pEedsugetiad Jou 
| : yes Peeare 
} i 
i Os aL Mir wus £S.. 272 hy WERE De ag suo odd akmenibag 


vonbinttet to Bin gorge pet ead’ 4 3c aoaet avolasy 


alsiqhem of sist BGAN? “ atid’ ao btn ee ‘eopaetens: 
LiGNGas ne Jak wel Gheey ong tty driooad oat 
+ a ie * Bae ee 
seit iy 


wo 


foul .31 fo) oben ah ee Fiat ton a0 nba 


ray ah 


RIBOS TY SOHO (wal  boltid 6 shoal > ataorReiiR 


t 
& 

< 

a J 


SOIC e ae 


ce bid 


BOOT ViCOkteveaet Bag iekeytedno: ‘aild yntodant 


BLS oe mad. ths oi toh DSi Eiioe tg” bate tio nodd at 4 

| ube ¥ ab tives Teh: Stseofumg dod “oneal, XL 

lastaa: abt oma avte Bodnetines. ed ao ican zak 7 | 
nolejouwl ua Cache MITA O juiguoids wot ‘Sion coach = 


et * 


prem 8 Jsetl.eqvesl jusyeteoad at pfecriviio 8 


= o “ 


Senatamet 


yes 


UOtL <ty WW aitonsabtic 


a ee 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 61 91 


may be underwritten by a large oil company so that 
the financing cost is lowered because of the support 
of a large company which will be the principal 
Deneticlary. ole TCS (construction. 

Mhe tararr structure presented by such a 
joint venture may frequently be unrealistically 
depressed, An independent pipeline company must 
carefully relate its estimates of cost and through- 
put to arrive at a tariff which will convince under- 
writers and regulatory authorities that the project 
is economically sound. On the other hand there 
has been a tendency on the part of pipelines organized 
by producers to propose tariffs depressed below 
ordinarily remunerative levels, Such depreciated 
tariff structures are important factors in regulatory 
board decisions and not unnaturally place an inde- 
pendent company at a considerable disadvantage, 

There may be some doubt whether producers do obtain 
in all cases full advantage of low rates promised 
atver tne tine 18 put) inte operation. 

The justification advanced for the creation 
of a low tariff structure is that producers using 
the line obtain a real advantage in the greater net 
Preicee rece vede ror une mEOVOUUC Use ne evidence 
given at the 1955 Board of Transport Commissioners 
hearing in this matter has been reviewed in section 
2(b) of this part. It is clear that attempts to 


maximize production income are based on the 
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expectation of greater benefit from depletion allow- 
ance. Since shareholdings in these companics are 
not and cannot be of the same proportions as the 
throughput of the various shareholders, benefits, 
of necessity, are involuntarily extracted from some 
sharcholders and conferred upon others, The 
important tax advantage, designed to encourage 
development of the extractive industries, is thus 
distorted and becomesan instrument of perpetuating 
the control of major oil companies over pipe lines. 
(b) Projected policies: The present 
procedures of Canadian regulatory authorities arc, 


nevertheless, founded on a sound principle. It is 


particular field, no parallel pipeline will be 
permitted to operate, Thus are the worst excesses 
of the United States experience guarded against. 
The possibility has been expressed that 
under the 1958 Alberta Pipe Lines Act the Govern- 
ment of Alberta may no longer attempt to prevent 
the building of producer owned pipelines, This 
policy, if adopted, would preclude the entry of any 
new independent pipelines in Alberta, Once it is 
known that more than one pipeline permit may be 
granted for the same area of service, financing of 
independent pipelines will become impossible. A 
parallel pipeline controlled by a major company 


and serving a field dominated by that company would 


| 
| 
| 
assumed that once a permit is granted to service a 
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drain off most of the oil and render the operation 
of the independent company uneconomic. 

Such a policy, if further developed as 
advocated by some major oil companies would bring 
with it all the evils attendant upon United States 
oil pipeline operation, The transportation monopoly 
of major companies would be confirmed and in- 
dependent producers in any field would be subjected 
to the dictates of major companies. 

5. Taxation: This company supports and 
adopts the comments made by Interprovincial 
Pipeline Company, Producers Pipelines Ltd. and 
Westspur Pipe Line Company with respect to capital 
cost allowances under The Income Tax Act. 

At present no capital cost allowance is 
permitted for easements acquired for rights-of-way. 
The company's investment in rights-of-way now exceeds 
$28,900, Such rights-of-way have not the enduring 
value of a fee simple interest in land but will have 
value only as long as the pipeline is operated. 

From the standpoint of investment, they are in no 
different position than the pipeline itself and it is 
considered proper that they should be subject to the 
same capital cost allowance as the parts of the 
pipeline which they serve. 

It is also submitted that capital cost 
allowance in respect of individual gathering systems 


should be related to the anticipated life of the 
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fields and not be standardized at the rate applicable 
to the whole system, It seems reasonable that the 
life of the pipeline should be related for tax 
purposes to the life of the field it serves, 

With your permission I would like to add 
another point here. Another point on tax policy is 
respectfully submitted here for your consideration. 
Legal and engineering expenses incurred as a result 
of permit applications are an ordinary and continuing 
expense of building a pipeline. Such expenses 
Should be allowed as a taxable deduction. 

6, Recommendations: Apart from 
the specific recommendations made in the preceding 

| Section regarding taxation, the company respect- 
fully submits the following recommendations for the 
development of oil pipeline policy in Canada, 

ie It should be the primary and positive aim 
of public policy to encourage the development of 
independent pipeline companies to operate both 
gathering lines and main transmission lines, 

2e As a corollary, it should be an equally 
important aim of public policy to prevent the 
further extension of control of major international o 
companics over oil pipelines, whether direct or 
indirect through companies in which other producers 
and even the public are allowed some minority 
participation. 


3% The developing trend of permitting oil 
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pipelines to be built without protection from 
parallel pipelines should be stopped before it 
introduces the same elements of confusion and 
friction into Canadian pipeline operations as 
now exist in the United States, 
4, Where regulatory authorities are called 
upon to adjudicate upon the applications of 
independent and non-independent pipeline companies 
for permission to build specific pipelines, 
every effort should be made to consider the 
applications on the basis of equalized figures 
and specifically: 

(a) All parties should be required to 
propose a realistic economic tariff structure 
based on assessment of costs and throughput made in 
accordance with accepted regulatory practice, 

(ob) Producers in a given field should 
be required to offer the same throughput guarantees 
to the company to whom the permit is granted as to 
any competitor company sponsored by them. In this 
way, an independent pipeline proposal can com- 
pete realistically with proposals of producer 
Sponsored lines by reducing financing charges and 
tariffs to a common basis, 
Be ‘,It should be recognized that strengthen- 
ing the position of independent pipeline companies 
is but part of a larger policy of promoting the 


interests of independent producers in the Canadian 


— 


RR 


most Hostoosany dmulin, VELEE St a eopiitegah, > 


“8 


# aged buat aod pluosie: sontisany ‘tect 
Soa pabeuiines 20. gtaomedts oma ott: ‘cousibonaat 


een eis 2 


‘ 
bei) 
‘ q45 


ar 0.68 299 pe Lonte sattsnsd tat hotdenet 
eel 


PAs Beers a 


,badsdt , beg lat ead ik “ake won 
Piss = 
olives ots felt isodding, yrossiugue a1alV ; 


ene a es eee 


+e nob ot igo. att) Oeqe atavtbyihe og dag 


! eqn] ied co Seenenyarw ters, bts 6 sivbeogebat 


i 
i ea 


aor the obtaagye 


DESI ae. RoteelLared “c% 


arr 


eae ies 
SG "he at 


‘et wk tonve gt Shat. cg. bivada ebYte dave 


eotpsl? bos ti aups 10 agiedd one 9 sis rdedt tank 


Peo re oa A x ae 
; a i fl vit soriioage bas 


d bowtopet od D{vode splgasy FES (is) 
ietactead : ae 7 Ory 


spiedi2s Vilas’, slaoous olistlears stoqery 


5 7 F wer ey ik - 
fag ae Als ' = 


Sam Introd bos elie Beso tly oy bosad 


a ~  noddaekiy “lod aking gt ‘Beige ey ieiv vonsoneaue 
At ee ete x 
i Liveute 1 Pali oavis « “th gTsOUpoe “tay 
ee ea 7 a Ne ks 
ig inztens Ive: doans sgke side. sakes od Comiupor ed 
ne Sy iste, bots ; ; , 
68 Sitret, ol dtaneq ond .porgrad Uaaynos’ say oF 
¥ a < 


side a .morg mw ‘be dle tae KIswuce WI lIoyme> Yrs 


woo nino 4 neon iis leghy- geabyeqebal ce coal 


wanue barry 0 atesqnome sittw. eiiedo tat Laon ‘dteq 


ms a estas 


bas aut sorte sot pean eitsubagine eonrt “horndinogs 


Ne eT wl ,eboad romans eta eliiaed | 


suvgynonta sade be ag togaeue we bivade:at oe - < at 


| B 
| 7 Ces 
eo fn ee ‘deat ! toads 7 oma abe Ts, pps “= “ai a 


aetbecao ‘ine oid, orosuaa', pe benaggakent soaods 
vee F Pastas RS eas ee ins : dda 
iste a | on 


ANGUS, STONEHOUSE & CO. LTD. : 
TORONTO, ONTARIO 61 96 


Oil industry and preventing further encroachments 
by international oil companies, 

PART IV. JURISDICTION, It is essential 
to the sound development of Canadian pipelines that 
Lner respective areas’ ofmfederal ‘and provincial 
guriediction be clearly delineated. At present, 
confusion exists as to the limits of federal and 
provincial jurisdiction, 

The submissions of the Province of 
Saskatchewan, Producers Pipelines Ltd. and Westspur 
Pipeswine. Company. and otners have: referred «Ln 
some detail to the jurisdiction difficulties which 
have become apparent in relation to Canadian oil 
pipelines. The questions have arisen principally 
from the various decisions of the Board of Transport 
Commissioners and the Saskatchewan Government referred 
tO An che Historical section contained in° Part I 
of this submission, Trans-Prairie has been vitally 
interested in all three decisions and 1s concerned 
by the problems which have emerged from them, 

The main decisions and applications can 
be briefly summarized, The Westspur system, 
consisting of an interprovinecial trunk line and num- 
e6rous gathering lines, was constructed as an 
integral system by approval of the Board of 
Transport Commissioners granted in the autumn of 
1955. The construction of such a unified system 


appeared then to provide the only practical method 
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| of providing for the marketing of southeast Saskat- 
chewan's growing oil production. After the 
construction of the Westspur system, Trans-Prairie 
in October, 1956 obtained from the Saskatchewan 
government a permit to build a gathering system 
connecting the newly discovered Weyburn-Halbrite 
ficlds with Westspur's Midale terminus, Shortly 
after, Westspur's application to the Board of 
Transport Commissioners to extend its line to the 
same area was rejected on grounds of public 
policy, although it was conceded that the Board 
of Transport Commissioners had the undoubted legal 
right to authorize the construction of a parallel 
line, duplicating the line built by Trans-Prairie, 
Later, Westspur sought to extend its gathering line 
to the newly discovered Florence field in the face 
of provincial opposition to premature construction 
of such a facility. In December 1957, the decision 
of the Board of Transport Commissioners frustrated 
the attempt, which all parties made voluntarily, 
to place gathering systems under provincial juris- 
diction by rejecting the application of Westspur 
to transfer its gathering systems to Producers on 
the ground that such gathering lines could not be 
Severed from. an extra -provincial pipeline system, 
These decisions have highlighted the 
jurisdictional difficulties affecting pipelines and 


have created apprehension that these difficulties 


may be cxtended and intensified unless immediate 
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steps are taken to clarify the respective areas 


of federal and provincial responsibility in this 


Trans-Prairie joins with and endorses 
the comments made on the question of jurisdiction 
by the Province of Saskatchewan and specifically 
offers the following comments, based upon its 
own experience: 

(Vie Somlone as dtmiaipossi ble, for 
a federal pipeline to be extended into an area 
served by a provincial line or, in the more 
unlikely circumstances, a provincial line to 
enter the area of a federal line, independent 
companies like Trans-Prairie are unnecessarily 
exposed to danger. Protection from competition 
by parallel lines cannot be assured, 

(2) The decision in the recent 
Westspur -- Producers case raises doubt as to 
the constitutional position of a provincially 
incorporated company like Trans-Prairie operating 
for the sole purpose of gathering oil for 
delivery to an interprovincial pipeline system, 
While it is considered that the position of 
Trans-Prairie, as properly a creature of provin- 


cial jurisdiction, can be upheld, it is nonetheless 


a source of concern to the company. It is 
possible that this company's status may be 


challenged at an inopportune time and to the 
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great expense and inconvenience of the company and 
and its sharenolders:. 

(3) The company views with considerable 
alarm the lack of mobility of pipeline assets. 

Small gathering units, initially incorporated in 
a federal pipeline system, are apparently forever 
precluded from incorporation in a provincial system, 

It is respectfully submitted that basic 
national policy should be clearly re-stated. It 
should limit federal jurisdiction to main inter- 
provincial and international transmission lines 
and clearly reserve to the provinces juris- 
diction over gathering lines and all other types 
of lines located solely within the province. 

It is realized that the solution to these 
jurisdictional problems by appropriate legislation 
presents difficulties. It is possible that a simple 
amendment to the Federal Pipe Lines Act attempting 
a clearer delineation of jurisdiction will not 
suffice. It may be that, in order to assure adequate 
provincial legislative authority in this field, 
some provision will have to be made as in the 
Motor Vehicle Transport Act (Statutes of Canada, 
1953-54 ¢.59.) for the transfer of some federal 


powers to appropriate provincial regulatory agencies, 
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APPENDIX 1 
TRANS-PRAIRIE PIPELINES LTD. 
BALANCE SHEET 


February 28, 1953 


ASSETS 
CURRENT AootlD : 
Cash in Bank Cinta. se 
Accounts Receivable 160,319.46 
Inventories - O11 in Line 57,468.95 
- Stock 2027105, 600 
Prepaid Expenses 4,614,28 486,280.61 


FIXED ASSETS: 


Plant, Property & Equipment at cost 


- Virden G23), 5/2015 
- Weyburn 1,594,655.84 3,418,226.99 
Less: Allowance for 
Depreciation _ 668,136 42 2,750,090.57 


3,236,371.18 
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TRANS-PRAIRIE PIPELINES LTD. 
BALANCE SHEET 


February 28, 1958 


pe RNG BS AO By oa Beas hy ol Re ES 


CURRENT LIABILITIES: 
Accounts Payable Wi eno 704 
Accrued Liabilities 15,974.50 
Provision for 
Income Taxes - 1957 94,615.30 
DEFERRED LIABILITIES : 


Agreement for Sale (secured) PoROsanilo 


FIRST MORTGAGE SINKING FUND BONDS: 


Authorized and Issued, Series "A" 
due December 31, 1965 620,000.00 


Sinking Fund Payment 
due December 31,1958 $80,000.00 


Authorized and Issued, Series "B" 
due January 15, 1973 1,000,000.00 


Sinking Fund Payment 
due December 31,1959 $70,000.00 
CAPITAL: 
Common Shares without nominal par value: 
Authorized - 500,000 Shares 
Issued - 237,507 Shares 448,762.50 
EARNED SURPLUS: 909,138.20 


37230,371.18 
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APPENDIX II 
TRANS-PRAIRIE PIPELINES LTD, 
HISTORICAL SUMMARY OF TARIFFS 


Tariffs in effect on dates shown 


Jan.1A58 


Jan.1/55 vatey/bovdan, 1751 


MANITOBA : 

Daly 11¢ li¢ TM d 
Virden-Roselea 

and North Virden 20¢ 13¢ 13 ¢ 
Truck Terminal o¢ 3 1fe¢ 
Woodnorth and 

East Cromer 25¢ 25 ¢ 
Routledge 

SASKATCHEWAN : 
Medium Crude to Midale 19 1/e¢ 
Medium Crude to Halbrite 16 ¢ 
Light Crude to Midale zal ayieks 
Light Crude to Halbrite 18 ¢ 


Trucked Oil unloaded at 
Halbrite, piped to 
Midale 8 1/2¢ 
Trucked Oil, unloaded at 
Halbrite, piped to 
Tank Cars 5 ¢ 
THE CHAIRMAN: Thank you, Mr. Brandt. 
Going back to page 8, what dco you mean by “a fair 
return on investment capital"? 
MR. BRANDT: Are you asking for a percent- 
age of return? 
THE CHAIRMAN: Yes. 
MR, BRANDT: Sir, I think that is Zoverne 


by many factors. Last year Trans-Prairie on its rat 
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base earned 11.4 per cent. Now, we don't think this 
return is unreasonable. We have several reasons, 
one of them being that we have no throughput 
guarantees; our proven reserves are approximately 
100 million barrels as compared to the Inter- 
provincial's proven reserves of about 3 billion 
barrels; and we had in addition a sharp decline 

in our reserves in Manitoba; they declined 41 per 
cent from December 31, 1956 to December 31, 1957. 
Thate represented. 23 min lion barrels and we? haves no 
assured markets. If we could eliminate any one 

of these risk factors, then there would be, we 
UelLeve,yeustlnication Lor further’ reduced tariffs. 
Our tariffs were last reduced on February 1, 1958, 
in Saskatchewan, 

THE CHAIRMAN: You figure it out at 11 1/2 pe 
CentnawUutal it. eure due close: tonloo per cent went 
look at your Balance Sheet. You have 237,000 shares 
with a book value of about $1.90, and the net return 
OnvUioss, Snaresarattverl income) taxVandedepreciation 
and everything is $1.76. 

MR, BRANDT: You said we had a book 
value of what? 

THE CHAIRMAN: On your shares here, 
237,000, a book value of $1.90. The capital is 
$448,000; shares, 237,000; is that right? 

MR. BRANDT: You are talking of retained 
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THE CHAIRMAN: Yes. 

MR. BRANDT: Yess 

THE CHAIRMAN: Capital invested, 

MR, BRANDT: Lachinkyrsir, our rate 
base is calculated on the basis of invested capital 
PlUSSOGureciacicn , 

THE CHAIRMAN: You include in your 
capital your bonds and everything? 

MR. BRANDT: No, I am counting my capital 
invested at cost. Our investment in our system as 
of February is $3,418,000, less depreciation 
of $668,000. The factor which you speak of on 
the common shares, I don't belicve is considered in 
the rate base calculation: 

THE CHAIRMAN: I know, but generally 
industrialists figure it out that way. We go on 
capital invested; we don't count bonds or anything-- 
just the common shares. So, if you take your 
equity here, you have an invested capital of 

$400,000, and the profits last year were $400,000, 
Thateis,1l00.per cent; is that right? 

MR. BRANDT: Well, I don't believe that 
we are at a common base as to a calculation of a 
rate base on what you earned. Whether I obtained 
the money to build the pipeline all from bonds 
or all from equity -- I don't believe that affects 


the rate base calculation. I think it still comes 


= eae back to wnat it cost for the system, less depreciation. 
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THE CHAIRMAN: Well, we won't argue about 
that. 

MR. BRANDT: I would like to be corrected 
myself if my interpretation is wrong. 

MR. COMMISSIONER HOWLAND: On this point, 
I note you are depreciating your plant and equipment 
over a ten-year period? 

MR. BRANDT: Yes. 

MR. COMMISSIONER HOWLAND: Is this 
because of your skepticism about supplies? 

MR. BRANDT: That is right. We 
anticipate the life of these fields will be about 
ten years. 

MR. COMMISSIONER BRITNELL: It has 
nothing to do with the anticipated life of the Line? 

MR. BRANDT: If there are no further 
new discoveries I think it would also affect the 
Vite vor the, line, 

Before we leave the Annual Report, if 
you will notice it is as of December 31, 1957, 
in the Appendix. 

THE CHAIRMAN: I noticed the 1958 
report for two months is still better. For the 
two months you had $100,000 net profit, so this 
year you will make $600,000 instead of the 


$400,000 last year. I think perhaps we will 
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adjourn now and start tomorrow morning at ten 


GCclock. 


---Whereupon the hearing adjourned at 4.40 p.m. 
to resume at 10.00 a.m., Thursday, May 22, 1958. 
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Thursday, 
May 22, 1958. 


---On resuming at 10.00 a.m. 


---The Chairman was not present. 


---Mr. Commissioner Britnell and Mr. Commissioner 
Howland present. 


---Mr. Commissioner Levesque in the Chair. 


THE CHAIRMAN: Gentlemen, the Commission 
will now resume its hearings. Mr. Patterson, 
Will you carry on? 

MR, PATTERSON: Thank you, Mr. Chairman. 

In reviewing the Trans-Prairie submission 
I propose to follow the brief quite closely and 
develop and discuss with the gentlemen from 
Trans-Prairie certain statements that appcar in 
the brief in the order in which they are set out 
there. When I direct a question to you gentlemen 
any one of you may answer it and if you wish you may 
go into a huddle. 

Would you then turn to page 1 of the brief 
and give me a little more detail in regard to the 
statement at the bottom of the page which reads: 

"The construction of this pipe line was 

"undertaken originally by an independent 


"sroup when the large producing companies 
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"tnterested in the field showed no 

"snterest in the early development of 

"a pipeline system," 
Can you tell me who were the independent group and 
who were the large producing companies interested 
in? theofield? 

MR. BRANDT: The largest producer in 
the area that was producing about 60 per cent crude 
at the time was California Standard. The indepen- 
dent group was headed by a man named Charlie Shaw. 
He built the pipe line and it was in the ground 
and inoperative until our group took it over in 
thewmlacert all or §195s. California Standard 
claimed that they would rather invest their money 
in exploration and production; they had no interest 
in the transportation system as such. It may be 
pointed But here also that when we did our financing 
of the pipe line we offered equity interest in the 
pipe line to the producers in the area and excepting 
one or two occasions, a very minority interest, they 
refused in every case. 

MR, PATTERSON: Taking that aspect of 
the matter up, that is, offering equity interest to 
the producers, is it still your thinking that for 
expansion purposes of your company you would make 
the same kind of offer? 

MR. BRANDT: Well, we feel now that 


probably equity interest in pipe lines to major On 
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companies could in Canada be limited due to the 
fact that they are having a greater growing con- 
trol and their interest would be only to further pre- 
vent the further control of the major companies. 

MR, PATTERSON: That is; any orfer you 
were to make you would exclude the major companies? 

MR. BRANDT: Well, certainly limited in 
purchase. 

MR. PATTERSON: Now, can you give me, 
asidc from the examples which you mentioned, over 
the period, could you give me any other examples 
of fields anvwhere in Western Canada in which the 
pipe line development was either delayed or ignored 
by major producing companies and independent 
groups or independent pipe line companies took over 
the job? 

MR, BRANDT: Yes, Mr. McDonald had some- 
thing to do with the financing of a couple of those. 

MR. McDONALD: We can give you the 
exact dates, Mr. Patterson, later, and I will just 
speak from memory here. IT have one specific case, 
the Sturgeon Lake area in the Peace River district. 
As the field started to develop an independent 
group in Calgary called the Consolidated Gathering 
Systems and made application to the Alberta Con- 
servation Board for the right to build that line 
and connect it with Trans-Canada at Addison, 
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not represented by any production interests in 
their equity ownership of Consolidated. At the 


initial hearings of the Alberta Conservation Board 


the large producers in the field -- I think they 
were headed by Gulf which is now B-A -- made 
representations to the Board that the pipe line 

to serve the Sturgeon Lake field was premature and 
they individually and as a group asked that this 
application be postponed for a period, if my 
memory serves me, of six months. At that time 
Consolidated had all their engineering and their 
economic feasibility reports and were not heard by 
the Conservation Board because of the request of 
the producers in the area, 

At the reconvened hearings which, as I 
remember, were about six months later the major 
producers in the area appeared with an application 
to build a pipe line and contested the application 
of Consolidated and were granted the permit to 
Dulid. That is one specific case. 

MR, PATTERSON: While you happen to be 
talking will you turn to page 3 where you mention 
that the Trans-Prairie Pipe Line system is one of 
the very few built without the benefit of any 
throughput agreements, First of all, are there any 
others built without the benefit of throughput 
agreements? 


MR, McDONALD: I think Pembina is the 
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only large cone. 

MR, PATTERSON: And the Commission has 
been advised that throughput agreements are pretty 
much an essential. How did you make it without 
them? 

MR. McDONALD: Well, we had difficulty 
getting a precedent to work on in looking at how to 
set up a pipe line without a throughput agreement. 
We held discussions with the Government that we 
could not represent this pipe line as a debtor 
security because we had no known obligations to 
offset any debt obligations on the other side, so 

we set the financing of this pipe line up which at 
that time was estimated to cost in the neighbour- 
hood of $900,000 on a preferred issue and a com- 
mon issue. We felt 1t was fairer to represent 
it as somewhat of a speculation and the preferred 
shares were offered on a basis of 5 preferred at 
$5 plus one share common as a bonus, and that is 
the way the company was financed and the subscrip- 
tions for the shares came, in the original inter- 
ests, almost entirely from the three western 
Canadian provinces. We did not get any support 
in Eastern Canada. 

There was a provision in the conditions of 
the preferred shares -- there was an accelerated 
requirement of these shares based on the company -- 


well, the fields expanded much more rapidly in 
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Manitoba that had originally been considered pos- 
sible and earnings came in behind this preferred 
issue to the point in 1956 when it became possible 
to arrange the financing of this company in a 

more orthodox style in conformity with other 

pipe line financing an Canada. 

At that time, becaus* of our pLroL.. 
experience and throughputs that were going through 
the line, it was possible to borrow money on a 
debt basis and retire the preferred and get back 
to, I think, at that time, the 60-40 debt equity 
ratio, and we have maintained that ratio -- had 
no difficulty with raising debt money. 

MR, PATTERSON: Your own experience 
ana affiliations with respect to finance are what? 

MR. McDONALD: IT am manger of the 
underwriting firm of Osler and Hammond, and 
director of the firm. 

MR, PATTERSON: Would you mind filing 
with the Commission copies of the prospectuses? 

MR, McDONALD: I have one here and 
the date is on the last page. 

MR, PATTERSON: May we mark as Exhibit 
W-21-2-B, although this is the eend in date we 
have the sequence of matters referring to Trans- 
Prairie, the prospectus of Trans-Prairie Pipe Line 


Limited, dated September Tuth, 1954. 
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--~EXHIBIT NO. W-21-2-B: Prospectus of Trans- 
Prairie Pipe Line Ltd 
dated September 14, 1954. 

MR, PATTERSON: Now, turning to page 5, 
you mention in the second paragraph that 96.7 per 
cent of the common shares are owned by Canadians. 
Do you have any major oil companies or do you have 
any significant ownership by the so-called indepen- 
dent producing oil companies? 

MR. BRANDT: Neaeis ar 

MR, PATTERSON: Does the company have any 
interest directly or indirectly in sil production 
either by its share holdings or through ownership? 

MR, BRANDT: It does not. 

MR. PATTERSON: And does the company 
have any interest by ownership or through share- 
holdings in refining? 

MR. BRANDT: It does not. 

MR. PATTERSON: So in calling yourself 
an independent pipe line you are sealed off top, 
bottom and sideways from the rest of the business? 

MR. BRANDT: That wsPecorrecc. 

MR, PATTERSON: On page 6 in your dis- 
cussion of the control by international oil com- 
panies of pipe lines you suggest at the bottom 
of the page that control of transportation facili- 
ties has been a key weapon of major oil companies 


in retaining control of the market. Pivsteot pall; 
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I take it that you mean the crude o11 market? 

MR, BRANDT: That. Lta>rient, 

MR, PATTERSON: And how do you think there 
is, as to control of the crude oil market, how do you 
think that obtains in the situation such as is found 
in Alberta under pro rationing? To what extent 
does ownership of a pipe line affect sales by oil 
companies of their own oil where there is pro 
rationing? 

MR. BRANDT: Under pro rationing I feel 
that it is minimized, the amount of control that is 
exercised,but they can exercise control by not 
expanding facilities of pipe lines to fields which 
could enjoy partial control. 

MR. PATTERSON: That is, you are suggest- 
ing that they could exercise control by not expand- 
ing pipe lines to fields in which they did not have 
production? 

MR, BRANDT: That is correct. 

MR. PATTERSON: And would you suggest 
there is any other method of control even under 
pro rationing or control in the sense of ensuring 
that a major oil company is buying its own oil from 
the field? 

MR. BRANDT: I believe that in Alberta 
the refiners nominated the type of crude which 
they wished to use in their refineries. It is 


conceivable if a major oil company is an owner in 
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the field nominating that type of crude that he 
produces in his field connected by these pipe 
lines, then in that ear ance he could exercise 
eontrol. 

MR. PATTERSON: You do not suggest these 
matters you mention are other than dangerous -- 
you do not suggest they exist? 

MR, BRANDT: I believe the major oil 
companies have been very careful in the past to 
avoid any criticism of this nature, bat. 2 think 
the dangers are very real. 

MR, PATTERSON: In fact, would it not 
be fair to say that the Imperial Oil supporting 
the interprovincial pipe line gave a market, an 
expanded market, to Alberta producers particularly? 

MR. BRANDT: That is correct, they have 
a large interest in production. 

MR. PATTERSON: Now, what about the same 
question in the Province of Saskatchewan where we 
do not have pro rationing? Do you think that 
ownership of the pipe line can be or is used as a 
weapon, as you mention at “thertbattom of page Cx 
in Saskatchewan? 

MR. BRANDT: We have an example in 
Saskatchewan. Trans-Prairie, as you know, has 
a pipe line from the Weyburn-Halbrite field. 

This field produces two types Clenecruge. Part of 


4t is about 30 degrees crude and the other is 
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ADOUUH EY + It has roughly the same characteristics 
as Midale crude which is a field at the western 
extremity --- 

MR. PATTERSON: Those two fields you are 
now describing, could you just point them out on the 
map? 

MR. BRANDT: Yes, Here is the Weyburn 
field and here is the Midale field. 

MR. PATTERSON: Having done that do you 
mind coming back to the microphone? 

MR. BRANDT: The north half of the 
Weyburn field produces light crude which has en- 
joyed an unrestricted market in Saskatchewan to 
date aside from, I believe, about a 15 per ‘cent 
cutback in the months of March and April. This 
production by Imperial Oil and the Western o11 is 
shipped further east. The medium crude has been 
4n the distress category ever since it was dis- 
covered in Saskatchewan. We have an MPR in the 
Weyburn field of approximately 56,000 barrels a 
day; the MPR in the Midale field is approximately 
25,000 barrels a day. A major oil company which 
has been purchasing production in the area has 
specified Midale crude. Now, the allocations 
that we receive from the -- I can give you some 
statistics on this -- iu the month of February 
Weyburn produced 24 per cent of its MPR, Midale 26 


per cent. In March Weypurn produced 17 per cent of 
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its MPR and Midale 27 per cent. In April Weyburn 
produced 15 per cent of its MPR and Midale 35 per 

cent. In May we are producing 20 per cent OF nOurr 
MPR in Weyburn and Midale is producing 25 per Cenc. 

MR. PATTERSON: Well, as a gathering 
facility are you instructed by the purchaser to 
carry out in effect sort of pro ractonane for wim 
by taking the purchases from the two fields as 
you mentioned? 

MR. BRANDT: Well, we gather from the 
Weyburn field and Westspur gathers from the Midale 
field and we are instructed by the producer each 
month to allocate to each company a certain number 
of barrels according to his percentage of MPR ala’ 
the field. 

MR, PATTERSON: That is by each company 
in the case, you mean each company producing in the 
Weyburn field? 

MR. BRANDT: Thea ae. Cle. 

MR. PATTERSON: Well, then, does the 
purchaser give instructions to you and to Westspur 
which in effect amounts to a decision by the pur- 
chaser as to how much he will take frometther of 
the two fields? 

MR. BRANDT: Thatois Cleo. Would you 
like me to file with you a sample allocation? 

MR, PATTERSON: Veo,. .f you could do 


that it would be useful information. Perhaps if 
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it 1s not handy you could send it in to us. 
MR. BRANDT: Tewakler ive whe sonexfor 
April. IT will keep my copy for March. 


MR, PATTERSON: Thank you. 
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MR, PATTERSON: I suggest that this document 
which is entitled, treat Northern Oil Purchasing 
Company, Notice to the Producers of the Weyburn- 
Halbrite Field, allocation of purchases, April, 1953, 
and consists of three sheets which also deal with 
the Midale field, be marked Exhibit W-2l-e-C. 
=--KXHIBIT NO, W-21-2-C: Notice to Producers of 

the Weyburn-Halbrite 
Field; allocation of 
purchases, April 1958. 

MR, PATTERSON: D> you know of your own 
knowledge the extent »f intercsts of Great Northern 
or its aftiliates in either of the two fields -- 
Weyburn and Midale? 

MR. BRANDT: Great Northern 1s acting 
as purchasers of crude. They have no interests 


in production that I know of as such, T think 


they are a subsidiary of Woodley Coal and OLD, 

MR. PATTERSON: On the bottom of page / 
and the top of page 8 you mention the forms of dis- 
crimination which you suggest might exist in pro- 
ducer-owned pipe lines: under the situation as 1t 
now exists in Canada, do you believe that aside 
from the items that you have mentioned there is any 


serious denial of access or erection of reasonable 


eonditions as to minimum tender and quality in 


Canadian pipe lines? 


MR. BRANDT: If they historically follow 
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the pattern of the United States, then they have 
that danger. 

MR, PATTERSON: On page 9 you suggest 
one of the values of independent pipe lines is their 
initiative in developing new fields and markets, and 
you told us something about the development of new 
fields, but whet part can, first of ail.a pipe line 
which is really in the main a field gathering system 
play in development of markets? 

MR. BRANDT: L think thet 4a. gathering 
system would play a very small part in finding new 
markets. I do feel that an independent pipe line 
which is serving refinery areas would play a very 
important part in finding new markets due to the 


fact that its very life would depend on the re- 


fineries that it serves, and its growing and 
existence. Therefore, they should seek new mar- 
kets. | 

MR. PATTERSON: You are suggesting there 
that an independent interprovincial pipe line that 
is dependent solely on throughput for its revenue? 

MR. BRANDT: Thaw Ss. Correct. 

MR. PATTERSON: eee nou rhe tne ned 
to be constantly prodding refineries to take more 
O11? 

MR, BRANDT: Yes. If a pipe line is 
owned by producing companies that have other sources 


of income, then it would let the pipe line company 


tidtoye antraiddy Lfold « nlew sty wt oliaer at dotaw 


arti data foSbneqebsh ae Fade Lest ob T +83 92te8m 


-d2trwde sooo vets “Yan eo iteamen. — 


a -edettndy bie elas on SNE ne ovtystaine 
wort ‘lo tn@agdlavsb sdf diode anivcenis Te) bios HOY 


oF 


eitt saiq &. fie to Jerk? pono temg geny dod ,ebiet? 
‘hrantam i diengoleveb al yelg 

gTeheay & ¢6a¢ anbas « EMA SAM 
wot EAEGAIY oh andy ELavie orev se 4afa bivow meseye 
Ise & YSlq Blvew shores yronther gatvrse at dobry 
‘42 Oa opt sionvdn Seay SAlGall at gaeg goseacamd 
‘an Sit nd hoasgqeh OCG alt wray eget gad goad 
his aittrorm art bas , seen SL marty pedveahs 
“Sn Watr Nowa bivote sod? .aeateveds Sona ternxo 
sB39x 

rans orkveenswe are A) SVOAREILTAT AM 
fal sa2l oygtg- Lalowkyie Strode in ears ae tate 
Squnsvar 239) tol Juqrkisene va whats yeeroners at 
ar 


.901% ) et S897 . son CAM 
tiers hors? ay “Hi Sapen “ee a ‘: ROS FERAT JAM 


“BY aidt aah ia “47 i “IAS, AM 


een “GALE “bqFq ese deg: ed ate 


6220 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


take the oil as it saw fit, and not be concerned 
with its existence just as a transportation com- 
pany. 

MR, PATTERSON: Really, what you are 
suggesting is that the contention that has been 
made in evidence before the Commission in previous 
hearings, that it 1s tof great importance to pipe 
lines to have share ownership by producers, is 
not entirely correct? 

WR. BRANDT: Dieu ALemcerrecy, 

MR, PATTERSON: And that fel othink , "at 
page 10 you say that development of a Canadian 
oil industry, in effect, will not be hampered if 
control of pipe lines is given to independent 
companies, and in that you have a reference, 
really, to the brief of the Interprovincial Pipe 
Line Company put before the Commission? 

MR. BRANDT: Thatwisrcorrect: 

MR. PATTERSON: On page 11 you suggest 
that independent pipe lines are the natural allies 
of independent producers in their constant striving 
to expand and develop Canadian oil production. 
Then you go) on to say that the interposition of 
independent pipe lines in the nationwide network 
of producing, transportation ‘and refining could 
disrupt and control the otherwise complete 
monopoly exercised by international companies. 


It has been suggested to us in evidence that a 
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pipe line is really a facility of the producing 
industry, and it should be left to the producing 
industry to work. Now, how do you see in a 
situation in which the major refiners are also 

-major producers there can be injection of com- 
petitive influences simply by having the pipe line 
owned by an independent pipe line company? 

MR. BRANDT: We feel that we have to 
begin the breaking of the complete control some 
place, and we think the pipe line is the most 
effective place. However, it can be done also 
by creating an area of more competition for re- 
fineries or even in the production and the owning 
of leases and mining. However, the pattern is 
now following one in which they will soon dictate 
aul tne: poliey. 

MR. PATTERSON: Again, have you found 
in your dealings with independent producers that 
they are doing any real striving to extend markets 
and are concerned about having independent pipe 
lines or independent refiners in existence? 

MR, BRANDT: iadon't think vUhas iInde- 
pendent producers as such in Canada are doing any- 
thing to find new markets, but I think in the 
world picture they are certainly becoming very 
acuLve, 

MR. PATTERSON: On page’ 15, in a para- 


graph there, you say that Trans-Prairie has been 
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frustrated in attempts to expand; who frustrated 
you? 

MR. BRANDT: Well, the first instance 
of all our frustrations took place in Ottawa before 
the Board of Transport Commissioners when we en- 
deavoured to extend our area of service from 
Cromer, Manitoba, into Southeastern Saskatchewan, 
We were one of the unsuccessful applicants. We 
have since then, on other occasions, tried to 
sorve refineries in isolated areas by pipe line 
and have been refused any assistance by major oil 
companies in our proposed lines. I am referring 
specifically to the Sturgeon Lake area again, 
where we proposcd a pipe line from the Sturgeon 
Lake area tc Grande Prairie and Dawson Creek. 
Peace River Pipe Line has a pipe line that runs 
from Sturgeon Lake to join Trans Mountain, and 
they have a pumping station and receiving station 
at Sturgeon Lake. We wanted to buy crude at 
that point and ship it to Grande Prairie and 
Dawson Creek. We asked the pipe lines if we 
could buy the oil by paying the gathering charges, 
and they sent us a letter back which includes 
only their tariff from Sturgeon to Trans Mountain, 
which indicated there was no concession and that 
we had to pay the full price from Sturgeon to 
Trans Mountain, which made our pipe line unecono- 
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MR, PATTERSON: You go on and suggest in the 


me paragraph that for the company to survive it is 
perative it should have an opportunity to offer its 
rvices in new fields as they develop: in using the 
rd "survive" am I correct in assuming that you have 
mind there that your Weyburn pipe line, I believe 
is, probably has a life of about ten years by reason 
the fact that the reserves will be pretty much used 
atthe end sor) that time? 
MR. BRANDT: I would suggest that Weyburn 
ll probably be a little longer period than that. 
rtainly, the Manitoba production does not look like 
ing in excess. 
MR, PATTERSON: And it is in that sense 
at you are using the word "survive"? 


MR, BRANDT: IG tea very real “one toc; 


Manitoba, if there are no further discoveries, we 
ll have a pipe line in the ground which is not 

merry es Oy 

MR SPAT THRSSN : On page 17 you suggest 

at there is a tendency on the part of producer-owned 
pe lines to propose depressed tariffs, and then you 
y that after the proposed depressed tariffs it is 

t too certain when the producer-owned pipe line is 
ven whatever franchise and authorities it needs 
at it does, in fact, give the producers advantage 
the low rates suggested. Have you examples of 


at type of thing? 
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MR. BRANDT: To come back again to 
Ottawa in 1955 -- Westspur -- they didn't actually 
propose a tariff, but they suggested tariffs that 
could be charged,and what the earnings of the 
company would have been under those circumstances. 
The tariffs which they proposed have never been 
in effect, to my knowledge. 

MR. PATTERSON: And from your know- 
ledge do you think the profits they are making 
are higher than those they suggested in those 
hearings? 

MR. BRANDT: Westspur Pipe Line is in 
a period, as we are aware, of high expansion, 
and I think their profits, because of deprecia- 
tion -- and they have an accelerated depreciation, 
as we do -- they have not shown excess Dror J 

MR, PATTERSON: On page 19 you suggest 
that public policy -- and I think 41t is paragraph 
No. 1 of your recommendations -- should encourage 
development of independent pipe line companies: 
how would public policy encourage that development 
other than perhaps preventing parallel lines? 

MR. BRANDT: Do you refer to the policy 
that will be set by the Government, or the Commis- 
sion? I don't quite follow your question. 

MR. PATTERSON: Well, I am referring 
to a statement you make that it should be the 


primary and positive aim of publie "policy \te 
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encourage development of independent pipe line 
companies. Now, by "public policy’ I assume 
you mean, first er all, federal, provincial and 
municipal governmental policy? 

MR. BRANDT: We think that policy should 
be that of regulatory boards or of bodies that are 
eranting franchise. We feel they should grant 
them to independent pipe lines. 

MR, PATTERSON: in so far as the Inde- 
pendent pipe line 1s on an equal basis and its 
tariff structure and ability to perform the ser- 
vice: is that what you are suggesting? 

MR, BRANDT: Yes, equal obligations which 
aDpLy vo ali pape dines. 

MR, COMMISSIONER BRITNELL: I am not 
quite clear on that. Do you mean that all other 
things being equal the franchise should go to the 
independent company? 

MR. BRANDT: Yea, Sir: 

MR. PATTERSON: On the jurisdictional 
problems briefly for a moment, page 23, you suggest 
that the basic national policy should limit federal 
jurisdiction to main provincial and t{nternational 
transmission lines, and clearly reserve we ene 
province jurisdiction over gathering lines and all 
other types of lines located solely within the 
province. From further on in your brief I take 


| 4¢ that you don't think a complicated definition 
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of what "main interprovincial pipe lines" may mean 
4s the answer. Is 1t your thinking that by some 
form of legislative action, such as under the 
Motor Vehicle Transport heGetor ey fedcral-pro- 
vineial agreement, specific projects could be 
designated and it could be agreed between provinces 
and the federal Government that from point A to 
point B on a pipe line it is under federal juris- 
diction, and from point C to pointabD, itis under 
provincial jurisdiction? 
MR. BLAIR: Yes, that is the submission 

we make; and the example which we had in mind is 
what occurred at the end of last year where, as 
we understand it, all the authorities concerned -- 
the Federal Government, thc Government of the 
Province of Saskatchewan and the various companies 
-- all came to the eonclusion that it was desirable 
that the gathering systems serving the Westspur 
pipe line shoild be put under provincial jumisdic- 
Mom, endt art application was made to the Board of 
Transport Commissioners “or this purpose, and the 
Board found that, as 4 matter of law, it was im- 
poeeivie fer the gathering lines to be severed 
from the federal system of which they then formed 
ae partse and 4or what our opinion is worth, we 

feel that the solution to this controversy does 
not lie in litigation or 4n too elaborate demands 


of definition of federal legislation, but rather 
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in a provision of some legal framework within 
which the authorities can cooperate by agreement 
to designate particular areas as being under 
federal or provincial jurisdiction. 

MR, PATTERSON: Turning to the question 
of independent pipe lines on an international or 
interprovincial scale, ts it your thinking that 
without the backing of major companies and their 
4nterests in the projects -- such projects as, say; 
Interprovincial or Trans Mountain pipe line -- could 
have be built at all? 

MR, McDONALD: As far as Interprovincial 
4s concerned, which was the first major financing 
4n Canada, in my opinion, 4t could not have been 
financed without the throughpus agreements and 
deficiency agreements that Imperial Oil gave that 
company to start with, because that time was a 
period in which the 4nvestors in Canada had basi- 
cally no past experience to go on, and I would 
think that the same applied to Trans Mountain. 

In my opinion, neither one would have been possible 
without the support of the major. 

MR. PATTERSON: Are you suggesting that 
perhaps the investment plan has changed; that now 
4f there is another major pipe line to be bute tn 
Canada there would be acceptance by investors of 
an independent pipe line without the ramifications 


of throughput and deficiency agreements from 
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refiners? 

MR. McDONALD: Welles tLe tapreruy 
hypothetical question, I would, in my opinion, 
say that the atmosphere of investment in pipe 
lines is much more favourable than it was in 1949. 
I haven't looked at the economics of any indepen- 
dent line without these throughput agreements. ii 
would think, just as an offhand opinion, that 
quotas or a protection of some kind would have to 
be afforded pipe lines crossing into, for instance, 
Chicago before they could be acceptable as invest- 
ments in Canada. As I say, I haven't studied 
the economics of it. 

MR, PATTERSON: Those are all the ques- 
tions I have, Mr. Chairman, 

THE CHAIRMAN: Mr. McDonald, would you 


have a prospectus of your last issue -- that $1 


miLbi ton issue? 

MR. McDONALD: No, sein. 

THE CHATRMAN: Well, you have to file 
a prospectus with the Provincial Secretary? 

MR. McDONALD: No, you don't have to. 
We have prepared an offering later for the institu- 
tions, which I am pretty sure we can file weenie you; 
Saki It was not filed with the Provincial Secre- 
tary. 

THE CHAIRMAN: But one was issued? 


MR. McDONALD: Yes, there was a memorandum. 
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MR. BRANDT: There was a memorandum 
prepared which followed very much the prospectus. 
There was a single institutional purchaser, and 
therefore the requirement of filing did not apply. 

THE CHAIRMAN: Would you file one with 
the Commission? 

MR, BRANDT: VES al 

MR. COMMISSIONER HOWLAND: T have just 
one or two questions. I don't seem to have got 
much information in the back of my mind as to who 
owns the equity capital in your company. is] this 
already given to us? I don't seem to have had 
aioe Could you enlarge on that? 

MR. BRANDT: We will iteca list of 
our shareholders, if you wish. We had one taken 
err ein 195¢. 

THE CHAIRMAN: Could you tell me roughly 
how many shareholders -- five hundred or one 
thousand? 

MR, McDONALD: It strikes me it is 
between eight hundred and one thousand; somewhere 
1H CHere,. 

MR. COMMISSIONER HOWLAND: Tewcne su ne 
cating that the control 43 as diverse as the spread 
of the shares? 

MR. McDONALD: No. 

MR. COMMISSIONER HOWLAND: IT would like 


to have some indication of where the controlling 
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shares*are, 

MR. McDONALD: tT think+there iLgeno one 
shareholder who controls 50 per cent of the equity. 

MR. COMMISSIONER HOWLAND: Well, would 
you break it down? 

MR, McDONALD: We have a geographical 
breakdown, and by size of holdings. 

MR. COMMISSIONER HOWLAND: On page 18, 
this question of income tax allowance on the ease- 
ments of the right-of-way: if there were a regulated 
base rate on which earnings were made, would this 
question be of any moment at all? What J am 
getting at is, if this was allowed as an expense, 
and you are then allowed to charge it in your 
tariff structure, where does the income tax ques- 
tion come in? You can't have it both ways -= or 
am I wrong? 

MR. McDONALP: I think the point as 
far as income tax is concerned is that this would 
be moved into the fixed asset section of the balance 
sheet along with planning, and therefore would be 
depreciated as a charge against operation, As 
4t is now it would appear in our balance sheet 
as land, which must stay a constant figure. 

MR. COMMISSIONER HOWLAND: I am just 
trying to understand that. 

MR. McDONALD: We would be moving this 


into the category of pipe, even though it is an 


AI eh 


it Sbod see By thee wae 6a P adtelne! jae’ inehation: 


oe 


any of af e>aa7 os 4 


4 oe Sat mh oe r 


as Gi: 
Tow. «i pee so 


F x Z Oe Ee a ae . 
‘aun 3% olesad boy. 
PAGeTyAGy =) aval Aah aL? eT iid x ' 
EAE Ae " ig gira 
“i ee? i 5 “2 
eet <7; ile yd 5S (awabilesiad 
caw’ 4 SQV AIvOR . Ae) Fe tC. >a 
ri ~ % > as "i i 
on ‘ wo a) @ oon t Wo fers ayn sing 
weer | = ced A i] 
vi - ti w= Toe tosly ond “te etme 
oe Fe, - x ce . .' » ; 
T ivtiw hw elsr aged 
cee? ieee © og hc bal Ps 2 
soo View TOved nod Peep 
7 
% 7 mah ae P rae tie: i ie am 
‘Aita iw COW 27 str anigses 
rhe > tt sats ma sasha a. en 1 : 
wOlln se47 78 eo" bie 
. = troy (ies sie tr tir. '@ 4" ing? 
6 Cn eet » es : : i ; 7 oy 
¢° “ . * ‘ rf} nity ; ar wy 
eM 1 me be hg Y ar : i 
: “Trio 7 wis 
‘ wl >y . SIRs d ss j 
Ly Gia) + 
f : x29 Graft rt aed. 
; ‘ (4 ‘ i ge ar = A ¥ ae OD) s ee ds 
a ‘ foug® hews"? wet wee? teva se H 
Pete wees . : . 
by NE ; ae ae ne Pe 2 ie i 
bf) nd Vi oe dsie” shots’ desde 
=n = : - . : 
: - Legg j 13 & .258 i aes saeygar 
= me a ss AP on E i me ea * 
= ys A 6g j if LSe@oue hh I ‘3 we ad rz 
you oe 4 s . eae ere : n Bs 
ereten : sive Jalen datifn lhpet ae 
pach i ‘ec iaile alta: ties Gt easel so) eee 7 
Teh ya . ay 1 CUP > pe arias ia et Bey _ ont ne) HO) NP an, tet 


rt SrVOe @ 


fie soe ri 

see ts S re ae 
ih’ eh oF He: jag ev 
ech LE oar us Be Acedees ig. Petre 


t Ofiey uli 


ait 


scien | ath SAY nae 


Antey oak ae 


Be oc 


mtd hiv, bento tail 


a Fe 


5 Oy ee 
adag ia ‘Pilato ont & 
eee ee, 
ima! mar 
; 1a) : 


es 
O23a. 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


easement. 

MR, COMMISSIONER HOWLAND: If there was 
a regulating base? 

MR. McDONALD: ves. I have here an 
analysis of the shareholders! list as of May end, 
which breaks it down as to the number of shareholders, 
in percentage number of shares, by each of the 
provinces of Canada, and non-resident shareholders 
by country, which we can file now, and we will 
give you the shareholders' list later. 

MR. PATTERSON: May we mark the analysis 
of shareholders! list as at May 2nd, 1958, Trans- 
Prairie Pipe Lines Limited, as Exhibit W-2l-—2-D? 
---EXHIBIT NO, W-21-e-D: Analysis of share- 

holders! jist ae at 


May 2nd; 1958, Trans- 
Prairie Pipe Lines Ltd. 


MR. COMMISSIONER HOWLAND: Just a general 
question on your comments on federal policy: do 
you really feel that it would be sound policy that 
all pipe lines should come under some form of 
regulation in terms of rate basis and procedures 
of accountancy, and so on: L.eam not quite sure =-- 
sometimes you seem to be very much in favour -- 

I think there is one paragraph here which tells 
me you are quite clearly in favour of regulation 
of all pipe lines, not only as to rate basis but 


as to where they go; and the next minute I am 
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MR. COMMISSIONER HOWLAND: I gather here 
that there is a measure of control in the un- 
planned way of the Canadian? You deo nov nave 
two pipe lines running over the top of each other 
or criss-crossing, and this you think is good? 

MR. BRANDT: Ves, that 2s nienu. 

MR. COMMISSIONER HOWLAND: Do you fore- 
see in the growth pattem any tendency to get away 
from that type of policy if there is not a further 
regulatory authority or have you confidence that our 
own system at the moment is working pretty well? 

MR, BRANDT: We feel that the danger of 
it does exist. However, I think that if it 
follows the base pattern it would be all right. 

I do not know that there is any insurance on OLIN Ge 

MR. COMMISSIONER HOWLAND: Thank you, 
Mr. Chairman. 

THE CHAIRMAN: Mr. Brandt, we thank 
you and your colleagues very much for presenting 
this brief which will be filed at Ottawa where 
we will have a lot more time to study it. 

MR. BLAIR: We might interject for a 
moment, we would be glad to file with the Commis- 
sion an accounting calculation showing the com- 
putation of our tariffs on a rate basis, rate 
return basis. This was raised at the conclusion 
of yesterday's testimony and we would be prepared 


to file a proper exhibit which might assist the 
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Commission. 

THE CHAIRMAN: Is it the same thing as 
on the last page? 

MR. McDONALD: No, that is the published 
prt gat en ie Gar What we propose filing with the Commission 
4s a plan of rate of return. 

THE CHAIRMAN: Very well, thank you very 
much, We thank you once again. It was a pleasure 
to have you here, 

I think it is a good time to have a short 
break and we will start in ten minutes with the 


Saskatchewan Coal Operators. 
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Submission of 
SASKATCHEWAN COAL OPERATORS 
Appearances: 
Mr. C. M. Thomson 

THE CHAIRMAN: We will now resume our 
hearings starting with the Saskatchewan Coal 
Ov.erators. 

MR. PATTERSON: The brief of the 
Saskatchowan Coal Operators will be presented by 
Mr. Thomson and the brief will be marked as 


Exhibit W-22-1. 


=~-=-PXHi BIT NO. We-e2—1' Brief of Saskatchewan 
Coal Operators. 


MR, PATTERSON: Wry Thomson, will you pro- 


ceed to read the submission, please? 

MR. THOMSON: This submission is made 
on behalf of the major coal operators of Saskatche- 
wan representing approximately 90 per cent of the 
coal output of that province. The reason it is 
being presented at Winnipeg rather than Regina is 
that we did not know in sufficient time that your 
Commission would be receiving submissions on 
other than the oil and natural gas aspects of 
the energy situation at this time. 


Our desire in presenting this submission 
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to you is to indicate the importance of the coal 
mined in Saskatchewan so far as the general energy 
position of Saskatchewan and Manitoba is con- 
corned. 

We do feel, however, that any report 
which may be in any way an interim report, must of 
necessity take into account ain forme of <cnercy, 
and we would therefore urge upon your Commission 
that the inter-relationship of all forms of enerey 
be recognized in such interim report. 

Below is a table of the production of 
coal in Saskatchewan for the past number of years. 
The shipments of the past two years have been 


Sndicated as to area destination. 


foes : ae ae we “(ee wf) 42) Abie ao ba ee 
"ea [on 2440 sis 38" Pate sc yey ik ‘teonr 


AEE yer + a 


Fo 
itty Lace sno ra peniendd ‘teat ail aw : 


rae Pirin. 
to Pea eh dint siveont “8 fr) ind at od. tie dak 


gs wieers ig aorzon te ery otek sited 


oye 
ae 


ea 
Bs 
. 


oi tr. rh 


x ee ee ees oaks 
roleae seme’ “uee neous ‘ent seo ierrent hirvow ow 


Me ; Se ae 
ree | ‘ 


ia? &: nen ea ‘aoe ES ALT a eee 
12ers = setot ffs te _Soviatiaeaeaaa ag ysdz 
ar eae ia 
a 54 an Medi Nove. ay: noskeinosir ou 
Pia pay 


20. .0¢ i pliers arts *, sides ‘ "3 Ores 


oat, tae 


= oye : a Sr eee 5 or 7 o es ; P « cs 7 7 Ha ae ay 
Paes @7E, 2774 @ Tua atts To addongt ie ‘SAT 
aoe 4 
pores ae 
tener, 


seat cove OF ge bedpethee 


6237 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


COAL PRODUCTION IN SASKATCHEWAN 


year Tons 
1948 L102, 006 
1949 1,535,636 
50 A, 124,106 
1951 Spee suo l e 
1952 2,188,390 
1953 Ol siete wae: 
1954 2,046,821 
1955 2,124,398 
1956 e341, 641 
BS eA 2, 24G,01e 


COAL SALES - SASKATCHEWAN 


1956 and 1957 


Shipped %o Shipped to Shipped to 
Year Ontario Manitoba Saskatchewan 
1956 260,194 922542710 755, 844 
BS oa 292,661 1 240, 162 75 J216 


From this it will be seen that the tonnage 
of the Saskatchewan field is a most important one to 
the provinces of Saskatchewan and Manitoba. Dealing 
with the energy point of view, out of a total coal 
available for consumption in Saskatchewan in 1956 
of 1,647,848 tons, Saskatchewan lignite accounted 
for 755,344 tons or approximately 46 per cent, and 
in the same year, out of a total coal available 


for consumption in Manitoba of 1,826,703 tons, 
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Saskatchewan lignite accounted for 1,225,276 tons, 
or 67 per cent. The corresponding figures for 
1957 are for Saskatchewan, out of a total coal 
available for consumption of 1,432,795 tons, 
shipments from Saskatchewan lignite mines accounted 
for “(SiMe vores. or approximately be per cent, and 
for Maritoba ea total of cod available for con- 
sumption of 1,654,678 tons of which 1,140,161 
tons were shipped from Saskatchewan or approxi- 
mately 67 per cent. 

One of the reasons for the importance 
of Saskatchewan lignite is its low cost per million 
BrUy At the average price received at the mine, 
thetcopte per, mlitons BTU as Less than 15 ‘eentea: 
Even with the freight added (which in most cases 
is more than the cost of the coal at the mine), 
tneneoste:.o.b. cars atydestination is generally 
lessithanm 45Ucents per million BTU. iv. ape SLe— 
nificant to note that over the past ten years, there 
has been little increase in the price of Saskatche- 
wan lignite coal at the mine despite continually 
incressing’ costs of all items. Thie price has 
been maintained through the use of larger and more 
efficient equipment thus increasing the tons per 
man day. There are, however, practical limits 
beyond which the industry cannot go. 

We now find ourselves facing extreme com- 


petition from natural gas. We anticipate that 
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this will be evident in two ways -- (a) direct 
competition from natural gas installations, and 
(b) competition from oil displaced by natural gas. 

Both of these types of competitions are 
now being felt and we anticipate considerable loss 
of tonnage in the future. AT portion efrethistwitt 
be in the market for our domestic ‘sizes but con- 
siderably more will be in the industrial market. 
Just how much loss will take place will depend, 
of course, on the price of the competing fuels. 
We realize that we will be faced with extreme com- 
petition from natural gas but we submit that it 
would not be in the ultimate interest of either 
the country, the producing area, or the consuming 
areas, to permit these competing fuels to be SOL 
in the initial stages, at prices which will not 
Sontinue. In other words, our position is that 
neither natural gas or oil, both premium fuels, 
should be sold at “bargain-basement prices" which 
obviously cannot be a long term factor. The in- 
evitable result of such would be that the industry 
in Saskatchewan would suffer at the cutset and 
then when the requirement for this coal would be 
evident in the future, the industry would have to 
be built wpacain ava veryehigh cost. 

We beg to submit to your Commission 
our recommendation that some energy authority be 


established by the Government of Canada and that 
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it take full recognition of the inter-relation- 
ship between all forms of energy available in 
Canada. We are not prepared to recommend whether 
the entire field of the energy authority's activi- 
ties should be regulatory as well as advisory but 
to the extent that any form of energy when consumed 
has an element of transportation tnvolved, we be-— 
lieve that that portion of the particular type 
of energy should be subject to a similar sort of 
regulation as is imposed by the Board of Transport 
Commissioners, and as above, we do not feel that 
it is in anyone's interest, the consumer in- 
cluded, to have, for example, natural gas sold 
at prices which do not cover the full cost of 
provicing Toe service’. 

THE CHAIRMAN: Thank you, Mr.Thomson, 

MR, PATTERSON: Mr. Thomson, you 
mention on page 4 at the end of the last paragraph 
thay otter losing our to gas Jnitially the coal 
industry would have to be built up again at a 
very high cost: is this statement really true 
as to high cost with respect to the strip mining 
operation? Ts it not more applicable to under- 
ground mining? 

MR, THOMSON: Mea ss but 41k che 
industry finds itself in a position where it can- 
not continue then to start up again will require 


high cost because equipment for strip mining is 
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very expensive. 

MR. PATTERSON: BUG. you, Go nou nave 
the safeguarding expenses faced by underground 
mines? 

MR. THOMSON: Not to the same extent, 
no: 

MR, PATTERSON: Now, css. 1t gain to say 
that there is no great difference between coal 
and gas prices at the points of consumption of 
your coal? 

MR. THOMSON: At the moment I do not 
think there is complete clarity as to what the 
gas price at the point of consumption is. They 
are not sure yet. 

MR. PATTERSON: Do you think to the ex- 
fent that coal may lose out the decision is not 
so much one of price as it is based on other fac- 
tors such as lower operational cost to the con- 
sumer, convenience of handling, and so on? 

MR. THOMSON: The convenience factor 
will be a predominant one industrially. I ques- 
tion the fact that there are any other advantages 
other than the cost attributable to natural gas. 
Modern equipment can burn coal and burn it as 
efricitently., if not more so, 

MR, PATTERSON: At the moment as far 
as a comparison of the laid-down price of coal 


with the dollar price of natural gas in the Winnipeg 
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area, I suppose you would have to answer an LnduLry 
to make such a comparison by saying that the situa- 
tion as to the dollar price of natural gas is not 
yet clear enough for you to compare the two? 

MR. THOMSON: That Le Lent. 

MR, PATTERSON: Thank you, Mr.Chairman, 

MR, COMMISSIONER HOWLAND: Mr. Thomson, 
on page 1 you say that the brief is on behalf of 
the operators who produce 90 per eent of the pro- 
duction in Saskatchewan. T presume that refers 
to the two companies, yours and the Great West 
Coal Company? 

MR. THOMSON: Tate ts rien. 

MR, COMMISSIONER HOWLAND: What per- 
centage of the sales of these two companies go to 
domestic or industrial sales? 

MR, THOMSON: Roughly 60 per cent 
industrial, 40 per cent domestic. 

MR, COMMISSIONER HOWLAND: And where 
is your 40 per cent domestic largely, in Manitoba 
or Saskatchewan? 

MR, THOMSON: feweuta chink ther larger 
portion of it would be in Manitoba. 

MR. COMMISSIONER HOWLAND: ieociat in 
the rural areas or in the cities? 

MR. THOMSON: Both the rural areas and 
the cities. There is a very substantial market 


in the City of Winnipeg. 
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MR, COMMISSIONER HOWLAND: What is the 
position now regarding subvention aid to Saskatche- 
wan for coal? 

MR, THOMSON: It exists for shipments to 
Ontario amounting to, I believe, 20 per cent et, 
the freight rate to the maximum of $1 per ton. 

MR. COMMISSIONER HOWLAND: Is that such 
that it must go across the Ontario border? 

MR. THOMSON: Yes. 

MR, COMMISSIONER HOWLAND: And you can 
then reach into Ontario as far as $1 a ton will 
take you? 

MR. THOMSON: As far as the economics 
of it will move you. I believe there is a limita- 
tion as to the eastern areas to which that coal 
ean go. 

MR, COMMISSIONER HOWLAND: And what 
type of sales are you getting ine Onvario7 

MR, THOMSON: The sales made to Ontario 
are purely industrial under subvention; subvention 
to Ontario applies only to industrial coal. 

MR, COMMISSIONER HOWLAND: Andaiteis 
largely to the pulp and paper? 

MR, THOMSON: Pulp and paper. 

MR, COMMISSIONER HOWLAND: With the 
gas pipe line going through that area -- or does 
it go through that area? 


MR, THOMSON: It does go through that 
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area and the other company joining with us is 
losing two of its large accounts to natural gas. 

MR, COMMISSIONER HOWLAND: Now, as a 
matter of fact, when the Trans-Canada pipe line 
reaches these points, is this part of the Crown 
Corporation pipe? 

MR, THOMSON: I believe the Crown 
Corporation's pipe only goes on the northern part 
of Lake Superior, does it not? 

MR, COMMISSIONER HOWLAND: Well, I am 
a Jitties lostrmyselr. 

MR. THOMSON: Taam mom positive, bud) aL 
think so. 

MR. COMMISSIONER HOWLAND: Now, your 
fellow operator here is losing an account? 

MR, THOMSON: Yes. 

MR, COMMISSIONER HOWLAND: To this gas. 
Have you any indication as to the competitive price 
of gas? 

MR. THOMSON: IT am sorry, I do not have 
that but I can arrange to have it in your hands. 

MR, COMMISSIONER HOWLAND: I would like 
to see that. As I take it, you feel that the 
real problem is going to be losing these kinds of 
accounts for the so-called interruptible gas -- l 
would like, when you are finding that OUT spb VOU 
will find out whether it is an interruptible con- 


tract or whether it is a straight supply. 
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MR, THOMSON: I think one of our fears 
is in the earlier instances that the ones 1 and 
so-called interruptible right in effect becomes a 
full-time right on which the load of the line had 
been built up with more lucrative business. af 
think that is one of our worries and one of our 
problems. 

MR, COMMISSIONER HOWLAND: Well, as a 
business man you would really not find fault with 
anybody selling gas to a customer if they could 
sell at a profit? 

MR. THOMSON: Providing they are selling 
a0 sa OPOULG., 

MR. COMMISSIONER HOWLAND: Well, Li you 
look at it as an overall situation, is there any- 
thing wrong in that they might take a loss leader 
and carry on; would you object to that? 

MR, THOMSON: I think we have had a 
considerable amount of discussion among citizens 
about loss leaders and I do not think loss leaders 
are a proper basis as far as general business is 
concerned -- personally I do not like it. 

MR, COMMISSIONER HOWLAND: I am not ex- 
pressing any opinion, but what is the answer to 
CHAS? if it) is a profitable procedure on the 
part of a gas pipe line, if it is part of their 
set-up, can you foresee anybody in a Government 


body regulating or stopping such sales? 
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MR, THOMSON: LeenayvecairiieuLcnce 
do but we think it would be desirable to do from 


the goneral viewpoint of:.the whole energy picture. 

MR. COMMISSIONER HOWLAND: Well, let 
me carry on. I can understand it may be unde- 
sirable for the coal operators but you said it 
was undesirable for the broader picture. Would 
you develop that? 

MR. THOMSON: To the extent that the 
energy available in the country forms part of a 
total picture I really do not think it is desirable 
to see a part sold at a price which will not 
continue. You speak of interruptible rates 
which provides a limited service for those rates. 


If the service is truly interruptible then the 


rate perhaps -- and I say perhaps -- it is just 
as bad to have a rate -- and again we are speaking 
of natural gas -- quoted on an initial installa- 


tion and the industry equips to burn that fuel 
and in a short period of time finds that it is 
unable to continue purchasing at that low rate 
and then they must of necessity make other arrange- 
ments. 

Tf a form of energy can be supplied over 
a period of years, many years, at a lower rate 
than coal can compete with then we as coal people 
would have no reason to object, but where in the 


original circumstances the price supplied cannot 


jaa | Bison 


od Jive PT Ehced, psa a Pade rciactc he 
sf. | ot USS cay tees i ae 
nats oh.og shawreass od piven aL “andda aw Sud % 
eas = ss aif SBN os See eeure 
-etudote uatiocs “ofAdw ad °n “dntoqwaly farang 9 olla 
: eee) ee + Sie aaa oe Pe oe oer ae 


73. .- Lon EM ATWOR aauore B.IMNOD fm 


eect d > FAO Nie 


efing si You st Urmesetebou aad T 10 wires om 


ot 2 y Ge kee Cee Saree ee ae ott ans. 
: * ay i 


th Side 26g tod evodaredo fens aH 0% oldante 


Ee e hele eee it 0 7 eae oe 


GLa ETO Selword teks nol sidetinabay Baw 
Vian? goisveh poy 

a7 Le An? dae7ud an SH oePOnT | aM 
Sin amo Yyinioe att ae sidal favs arene 


sIcpiteeh af gt weetst iftnex f piwtota tnvod 


O05 oo ae 
‘ et aan few 4 ioe Prag 6 e9q og 
sey : : oo ‘i ‘ a 
fi, f ‘ soy ALIAS 
ao eM es, Eas 
i aon mts est! rig rnold 
et ee ee eas 


a, 


Sis ’ far: [Sy * “Tr ur edivrsa Sli as 


i « S94Nn%Sq avs7 
Pf 2 mF rod fas : 
as ow ig +. ‘: 5 svar od Bad aa 
74 [he 7 are 4 Po Se noes 4 > (pme 7 Pee Yee 


7 Re 


es 2 ie ae wp =—— 2aa lewisn tM 


1 UFe eae Sifu. i gt i | ARs rs Pei Soy AS in 


, Si f a : I » > ej Berl be te uItA Agr? 


Aes AT a 

— . & , én oe , , 
el 2 Gandy ablnil « 0 Lie 22048 2 of DAB 
SL ye a Ae crea SRE MN ae 1 ny at at Pei eae) ‘ op Sees 
~ - = - a. = : o . a+ uate 
°, 3 : tirte sunluneo oF slidang 
VP ae a Hy is se cf ys SSE ye ee ee 


Lares 7O ° 2m to tt Jaum yYsnt cent dye 


re aaa eae ots i io rt aliases ae 


evcion 


ao 49 
Bria Ne 


26), 8% £BY, yet {aT eey 0 boitog & 


fy ; ae NURS : a a“ Pay Be ; mr ap as é Gee ea 4 to i . Fee we Ad: e 


af qosa a) Sy ae ow cand oetw otsqgios an Lead mart 
pS fee) Serie ee GE elit Cian Aenea a Learn tir Sa sates we ears 


“+ oe bape’: 


ony wt siotw Tud .soetdo of mouse. on Svar bluow 


GE eg, UR Tat tet en ore al veyimeage alt Pe ee 
TONES Hall ates sodag oy we: 87 BME EE farta bao: 
ae . fash Bere Sart io See > RSS cs Ties AN Bi +e! PS 


> 


6247 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


be maintained or will not be maintained, then we 
feel it should not take place. 

MR, COMMISSIONER HOWLAND: Well, my 
recollection of the Saskatchewan operators is 
one of great admiration, if I may say without 
flattery, because this is the one coal field 
which demonstrated a terrific ability to market 
coal as well as mine it. What is new in this 
story, you took hold of American coal and pushed 
it out of Winnipeg and then my recollection is 
Alberta got pushed out by Saskatchewan. Now, 
under these conditions you feel that you are not 
going to be able to buy. I hope your profits 
are Stic) healthy, bur foregoing a little profit 
you cannot meet this type of competition. Is 
that the essence of the matter? 

MR. THOMSON: Yes, 82r. 

MR, COMMISSIONER HOWLAND: And is this 
because you feel that tne gas pipe line people 
will sell gas at any rate above the cost of pur- 
genase in the field? 

MR. THOMSON: Shall we say we are 
afraid, perhaps --- 

MR. COMMISSIONER HOWLAND: But there 
is no precedent yet? 

MR, THOMSON: Nothing at the moment. 

MR. COMMISSIONER HOWLAND: Except pos- 
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MR. THOMSON: JI have not the figures and 
I would not like to speak on it. 

MR, COMMISSIONER BRITNELL: Just one or 
two points of arithmetic to clarify my own thinking, 
or what may be my own thinking when we come to 
examine the matter further, In the table at page 
2, the peak year, or the year of peak production, 
te 19056°2] as far as these figures 80, anyway. 

Does that represent the all-time high coal production? 

MR. THOMSON: Ves oi. 

MR, COMMISSIONER BRITNELL: So that 1957 
would be the second-highest on record? 

MR, THOMSON: Yes, 

MR, COMMISSIONER BRITNELL: At the 
bottom of the page and the top of page 3, in the 
percentages that are given, I presume the percen- 
tages refer to tonnage rather than to total B.T.U.? 

MR, THOMSON: Thac as comreco. 

MR, COMMISSIONER BRITNELL: So that by 
comparison with some of the Drumheller coal coming 
in on “the other side with higher B.T.U. content, the 
percentage of B.T.U. would be somwhs’) higher? 


MR. THOMSON: There are dif 


Fb 


erent kinds 
of coal coming in, and I made a small calculation 
takine arbitrarily 11) 0008 .T.Uy ror the coal 

coming into Saskatchewan, other than Sasketchewan 
lignite, and approximately 7,500 for Saskatchewan 


lignite, which I think would be a fair average of 


— me aS aon aniatns fw ey ee tno 39 
sasd 18 ‘hated, eat ot 4 rans ay glee, add eahmaxe 
08 eat cy sting a8 Meiviah J or. To ay ysis) Ed og 


, 

hate 
1 

Cars “ 


“hit 


Sear 
Paty i 


. Io agbtevs ne fiett a of oly Manet 2. 


shat 


Pe ee 
Sir ae 


Hswwe iis¢ ood mld) 


hy ve ie pees 


sbi C5 .ahd 


nat oP Bs 


‘ 


bein sie 72 


7 ee oe ahs ‘a eer 


Rok seusorg, Lage ty br enh tt fa ae Soaeenaes tars ego - 


ry oy piehigs ea) 


GLE «epi SW7EMCRT si 
pains: " 2s re 

Fags O28 kbs: monary | 
1 fees of : . “ cM pee ears cee ) e pees ; 7 - 


is oh vee ’ 4 
i é ‘Ti seh 0-Ri 
wane : thy Soe Baa 


ke 


co ; al ae } 
air 74 7 i“ -%' ae 
lie dei ho SMO TRO Ie 
oe he a ; : rites ; 
‘ 7 ata : 


8 Sey Oe ree 


japida ed? « 2vth Cs JOA). RowatISOOIER 
“~ rf 
rh Leo Si Sf sugnne7F a 
ot eee he ee ee 
ik . a 
Ear hte | eZ Bat‘). : ae he an 


“ft vars PM te Cry TMD “FM 

ia ak: Site | eee Ts, 

Battie [Aes tliutmr? afd ot mie sax Vos ILAGMo:, 
feed Nusetentay eet aah emcees “¢ 


peu vt sia ane ord og ond, an as 


Phe oy ces ee “Ft. 
asap ate iwita a oh. DSU - erat ta BSI AI709 
a ee So he ed eta 5?) geeg 5 Reiae ney eee en ome ea 
HeereTIth jie tue! 


ove ia or ss: 


1% ms es cM pio 
hy £5 aR 7 R 


nos: takye tao Chane 8° oben. 2. brie gee uriinioa isos). % 
- ‘ i 5 hs 2 ie : Th Rie 


mee ph ees to 1 ° £ 2 D 
ey te a we io ee 


eT 8 ON0 oft, 


a ae ray met 7 
Avs tO se Tae ape 2 , : 


_ bei Lol 


af avedad 


Seer vite tae eay 


naswaulod 8 dh 998; 7 _exemrengga ox 
Aetna ety a teehee eee wast : 


Baad tras “i an 


vee eae 


6249 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


the two. I have those calculations here if you 
would like them. That would be, I think, a reason- 
ably fair BTU to apply. 
MR, COMMISSIONER BRITNELL: Thank you. 
One final point: your prief at the middle of page es 
the second full paragraph, states, “At the average 
price received at the mine, the cost per million 
BTU is less than 15 eents. Then, a sentence 
or two later: "mMhe cost f.o.b. cars at destina- 
tion is generally less than 35 cents per million 
aru I have a little difficulty roaming around 
among these millions of BTU, and I wondered whether 
you could express these values in dollars per TON. 
MR, THOMSON: The average selling price 
at the mine is approximately $2.10 per ton, and, 
relating to the 35 cents per million BIrU, the 
preaver portion 2f our coal is sold at a freight 
mete wef less <han $3.29. ao that the total laid- 
down cost representing that 35 cents would be 
approximately $525 @ von. At Winnipeg, for in- 
stance, the laid-down cost to, for example, the 
City Hydro on cars of the size they use fs $5.08, 
and that was the badia of those figures per 
million BIU. 
MR, COMMISSIONER BRITNELL: Would it 
be possible for you to give us any indication of 
what the mining costs are per ton -- rieu for 


particular companies; I would not ask that. 
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MR. THOMSON: I do not have the average, 
but I will send you one. There is one published 
by the Dominion Coal Board which is an average of 
the whole Saskatchewan operation, and we could 
supply you with that. 

MR, COMMISSIONER BRITNELL: Vou wii. 
file that? 

MR. THOMSON: Nes. 

THE CHAIRMAN: Mr. Thomson, you seem to 
be against an interim report unless all forms of 
energy are taken into account: you mean uranium 
also and hydro? 

MR, THOMSON: Vespers 

THE CHAIRMAN: For an interim report on 
gas, coal and oii you would have to wait for uranium 
and hydro? 

MR, THOMSON: Our feeling is that we are 
afraid, perhaps, of the obvious dangers of an interim 
report which does not cover all the various angles. 

THE CHAIRMAN: We thank you very much, 


Mr. Thomson, for coming to Manitoba. 
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Submission of 


HUDSON BAY MINING AND SMELTING COMPANY LIMITED 


Appearances: 
Mr. M. A. Roche - Assistant to the Vice- 
President 
Nese oHoskinss Os C.= Counsel 


MR. PATTERSON: Mr. Chairman, we will 
proceed with the submission of Hudson Bay Mining 
and Smelting Company Limited. Mr. Hoskins is 
here as counsel and will introduce the gentleman 
making the submission. Might it be marked as 
Exhibit W-22-2? 

---EXHIBIT NO, W-22-e: Submission of Hudson Bay 
Mining and Smelting Company. 

MR, HOSKINS: Mr. Chairman and members 
of the Commission, Maurice Roche, who is Assistant 
to the Vice-President of the Company, will make the 
submission to the Commission. 

THE CHAIRMAN: You may proceed, Mr. 
Roche. 

MR. ROCHE: Me, Chairman, this submis-— 
sion is made on behalf of the Hudson Bay Mining 
and Smelting Company Limited. 


The principal purpose of this short orler 
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by a base metal producer in the northern part. of 
Manitoba is to inform and convey to the Royal 
Commission on Energy, the detrimental effect any 
further curtailment or closing down of coal mines, 
particularly in the Crow's Nest area, would have 


on the Mining Company's copper smelter and zinc 
fuming plant at Fiin Flon, Manitoba, where a total 
of some 00 tons or high grade or premium bituminous 
coal is consumed each day. 

The Mining Company wishes to further 
pointcut that the high quality of the Crow's Nest 
coal, with its reasonably high reactivity for. quick 
1pnition, makes it most amenable to the operation 
of the copper smelter and zinc fuming plant. 

The Mining Company has, over a period yor 
years, spent large sums of money experimenting with 
other types and kinds of coal with the hope of 
finding a second source of satisfactory fuel within 


the boundaries of Canada. 


Conversion of the copper smelter from 
premium coal to fuel oil would require a large 
initial expenditure in addition to a somewhat 
higher operating cost. 

Conversion of the copper smelter from 
premium coal to gas would be uneconomical due to 
the overall limited requirements of gas and cs. re-— 
moteness from a pipe l*ne or source of supply. 


Neither gas nor oil can be substituted 
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for premium coal in the operation of the Company's 
zinc fuming plant, where presently some 50 per cent 
of zinc production is recovered from the smelter 
slagtacgrea zinc oxide, The high carbon coal used 
in the fuming plant serves not only as a fuel but 
as a chemical reagent. 

It is, therefore, most important when 
considering the adoption and approval of a pricing 
policy for gas and oil concerns by the Commission, 
that prices include not only the true COst..of 
operation, but a fair share of the proper amortiza- 
tion of the pipe line installation cost and financial 
charges, which will reflect from the outset a rea- 
istic price structure over a reasonable period of 
time. A policy of this nature, we believe, will 
not jeopardize the important continued existcnce 
of their coal competitors. 

Failure to give the coal companies proper 


consideration when dealing with the oil and gas in- 


dustry in respect to the above paragraph, may con- 
ceivably lead to eventual closing of the Alberta 
and British Columbia coal mines, thus forcing the 
mining company to acquire its coal requirements 

in a foreign market. 


The Mining Company uses considerable 


Bunker "C" fuel oil in other miscellaneous plant 
operations and it is not its intention to suggest 


that the oil and gas producers be restricted in any 
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way to deprive them of natural advantages. 

It may be of interest to the Commission 
to note the following facts about the operation 
of the Hudson Bay Mining and Smelting Company 
Limited and the adjacent Town of Pain elon, 

The Hudson Bay Mining and Smelting Company 
Limited started operation in 1930 and production 
has continued without interruption since tne. tame, 


The recovered metals are as follows: 


Year 1957 1930 - 1957 
Copper 88,687,785 lbs. 1,896,242,500 lbs. 
Zine 117,599,050 lbs. 2,488,231,586 lbs. 
Gold O7 , 446 ozs. 3,404,371 ozs. 
Silver 1,528,295 ozs. 48,409,028 ozs, 
Cadmium 226,340: lbs. 3,791,192 lbs. 
Selenium 98,500 lbs. S.079,000 10s: 


Bituminous coal consumed from 1930 to 
1957 inclusive, totals i e62, 457 tons. 

Expenditures for incoming and outgoing 
freight from 1930 to 1957 inclusive totals 
$59,935,000. 

The Company employs 3,000 men and 
expends some $12,000,000 annually for wages and 
$8,000,000 for materials and plant supplies. 

The Town of Flin Flon has a population 
of 15,000 persons. 

We trust this brief submission clearly 


sets out our position and will be of some help 
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to the Commission in their hearings. 

THE CHAIRMAN: Thank you, Mr. Roche. 

MR. PATTERSON: Mr. Roche, I wonder xii 
you could assist us with some figures: first of all, 
what is the purchase price paid at the Crow's Nest 
mines, or mine, per ton of coal? 

MR. ROCHE: The exact figure I haven't 
got; it 1s somewhere around Sorcr or a bOn. 

MR, PATTERSON: And transportation 
charges from the area to PLin Pilon? 

MR, ROCHE? They would be very similar 
-- the same amount. 

MR. PATTERSON: A further $6 or $7? 

MR. ROCHE: Tac 1 COrrect. 

MR, PATTERSON: Ts subvention paid on 
the shipment? 

MR, ROCHE: No, no subvention is paid on 
our coal, 

MR, PATTERSON: In your 400 tons a day 
consumption do you have long-term contractual 
arrangements for those purchases with any par- 
ticular mine? 

MR. ROCHE: It is generally on an annual 
pas. 

MR, PATTERSON: With one or more mines 
in the area? 

MR. ROCHE: Dealing with one mine -- one 


company has several mines; Crow's Nest. 
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MR. PATTERSON: Crow's Nest Coal Company? 

MR. ROCHE: yes. 

MR, PATTERSON: Thank you, Sir, 

MR, COMMISSIONER HOWLAND: Mr. Roche, 
you were dealing with securing the coals from the 
Crow's Nest Pass Coal Company: are there other 
operators in the area who Kaye the quality of coal 
you are looking for? 

MR. ROCHE: At present we haven't been 
able to find any coal with the same quality that 
was suitable for our operation. We have had to 
rely pretty much on Crow's Nest coal. We have 
experimented with coal from various other mines and 
they didn't come up to standard. 

MR. COMMISSIONER BRITNELL: That is, 
the coal from Brazeau or the foothills west 
and south of Edson does nos come up b> your require- 
ments? 

MR. ROCHE: That is right. The BTU content 
to be extremely good, and the moisture content has 
to be high in order to make our plant operation 
as efficient as possible. 

MR. COMMISSIONER HOWLAND: But even 
within the Crow's Nest Pass area there are several? 

MR. ROCHE: Yes, there are two or three 
mines we draw our fuel from. 

MR. COMMISSIONER HOWLAND: And, again, 
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these are all mines of the Crow's Nest Pass Coal 
Company? 

MR. ROCHE: That 1s correct; they are all 
of the same company. 

MR. COMMISSIONER HOWLAND: DiteaLewneer= 
stand the answer correctly in the first place, namely, 
that within the Crow's Nest pass there are quite a 
number of companies operating at different loca- 
tions along the pass? 

MR. ROCHE: That, be. correct. 

MR. COMMISSIONER HOWLAND: Bute. under- 
stood you to say that so far it is only the mines 
of the Crow's Nest Pass Coal Company that have 
produced coal that is suitable for your use? 

MR. ROCHE: That 1.8 2iene" oa Oly 
coal from those mines of the Crow's Nest Company 
that have proven satisfactory to our operation. 

MR, COMMISSIONER HOWLAND: Yes, I thought 
I understood you to say that. 

THE CHAIRMAN: Thank you very much, Mr. 


Roche, for submitting thie. brief . 
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Submission of 


THE GREAT PLAINS GAS COMPANY LIMITED 


Appearances: 
Mr. Charles P. Bennett - President 
Mr. Moe Dimentberg - Secretary and 


Treasurer 


MR. PATTERSON: Mr. Chairman, the sub- 
mission of The Great Plains Gas Company Limited 
can be marked Exhibit W-22-3. 

-~-EXHIBIT NO, W-22-3: Brief of The Great 
Plains Gas Company Ltd. 

MR. PATTERSON: Mr. Charles Bennett is 
here and he will introduce the other gentleman 
who is with him, and perhaps describe his own 
position in regard to Great Plains, and qualifica- 
tions, and those of the other gentleman. 

MR. BENNETT: Mr. Chairman, I am the 
president of the company, and Mr. Dimentberg is 
the secretary and treasurer. L thought, since 
he did the bulk of the work in the preparation of 
this brief, that he should answer for the brief. 

YT would like to give you his qualifica- 
Taone? he graduated in 1950 from the University 
of Manitoba in mechanical engineering where he took 


the gold medal. Since then he has had a variety 
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of industrial experience, but, related to the 

gas business he has done post-graduate work at 

the University of Toronto in business administra- 
TLON; He has attended a course at the Institute 
of Gas Technology in gas distribution, and is an 
ex-employee of the Winnipeg and Central Gas Company 
where he was intimatoly concerned with <‘prepara- 
tions for the arrival of natural gas. 

THE CHAIRMAN: You may proceed, Mr. 
Dimentberg. 

MR. DIMENTBERG: This report deals with 
two matters of concern to the management of our 
company and of significance to the people of Canada 
as a whole. 

The first consists of (a) the wholesale 
price of gas in the Manitoba rate zone, and (bo) 
certain policies of Trans-Canada Pipe Lines Limited 
which affect the development, or the potential 
market and the rights of distributing companies 
to compete for the market within the jurisdictional 
eontrol of the proper AULHOrIv.Les. 

The second is concerned with polleles 
that we feel should be adopted by federal regula- 
tory bodies with respect to the licensing and con- 
struction of any pipe line which may be proposed to 
carry liquefied petroleum products westwards from 


the gas fields of Alberta. 


aie. = 


a! 


ea 


re e+ 


a 
nr A 
RS ea ———_—_————— 


erie he Semen’ 


ee, ews baht GP & Ham: te" elon 


Soria at Se Nie Nes Say ©. Deiat a ren 
POST VENT “adit aa Se Siva = * ise ta 2a aft? 


Cy 
ies aan 


aah: a eee riot od Bede ‘BE sa wadtonnag®. 60: %e 


ie ae B ue & Ua ad nl trae ty Ve wr 
END Ae ton’ i ay eae! Oy ote oye! att f10 seyolqra=xe .. 
‘stat Po 


Hea Lava aos SSH -aAF nod aooks 


Mt Heandhes Wak RAMATARS. SBT 
WIG INSRET 

ftw afbeh rrayoy ari’  peéeiiiete Oyte 
Ga ie 4 regis Dee S43. 54 Tass tess ty4 eres Jam: ons 
a ee ip etd’ oa) ene li tha te We: hae: Vosges 


Cae: 4 ‘ ; ate ¥ i? tere by Sit 


f ic wth: tan edodYoat en? at fen. to aofca 


Wists ie eit og 'o eelOlicn akatias 
Saiiecluye a 00! 4veb soe f6a4 te * Mo Bite: 
Eehikdnns ditiudiaded 2tfats en! Des Jaden 
AECRDMB GA! Med Aries Mit SF yt aSqnod at 
‘as Pig Mebei ul cyetg are bie) lowtHes 

ee x Netw Sancaands éh S36eeq eit 


nt ha: » . - . ; gs ie ” 4 
“hG9t Laschel vo botygoha ed Nigdts feat ey tact? 
1723 Bdtw geod Yios 


; Goose Nae Bie ah 
Anlenegott avy dz 


BA ei tos al 
SY Yan wet 


ott) 4inkl soty te Ye nebeoeree 
1 ; , 7 


aes R * 7 von hea acs We 
worl baw iiew u 


“4% iE tp titan asa 


- ve 
* py ae 


inetd: : 


j 


vf Te Pircee ties Sipe Siar eo" ans eee A e 
Atiw Serrated vic tantigas ‘RSS et -atady:. 


i ithotdy Wii ouag ‘hel tsnpee wren F 
» 


6260 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


CONCLUSIONS 
1 Trans-Canada Pipelines: The following 

points: are discussed in detail in the 
body of this report. 

(a) The throughput charges to the 
Manitoba Rate Zone are in excess of those justified 
by an analysis of transmission costs. The excess 
charges range from 0.8¢/mef for 90 per cent load 
factor service to 3.4¢/mef for 50 per cent load 
factor. These values are based upon 4a gas price 
of 14.5¢/mef at the Sask-Alta Gate. 

(b ) Under the agreement between Trans- 
Canada and Midwestern, gas will be sold at a dis- 
count at the U.S. border. 


(c) Export of gas at Emerson 1 SenOt 


essential to make the Trans-Canada project an 
economical one. This is clearly evidenced by the 
fact that the additional capacity to be installed 
for transporting 200 mmef/day for export, places 


the operation of the pipe line beyond its optimum 


economic point. 

(4) Sufficient quantities of gas have 
as yet not been eontracted for the Winnipeg market. 
It is estimated that over 50 mncef/day for pipeline 
capacity must be reserved if the future needs On 
the Winnipeg area are to be sotisited. It appears 
that pipeline capacity to supply this market may 


be obtained only by reducing export quantities 
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at Emerson. 
die Liquefied Petroleum Gas Products: On 
the basis of studies made by our company 
in 1956 it is estimated that the potential market 
for propane in the provinces of Manitoba and 
Saskatchewan exceed 56 million Imperial gallons 
per year. The large quantities of LPG which 
will be produced as by-products of natural gas 
well operation together with the large potential 
market, makes the construction of products line an 
economic possibility in the near future. 
RECOMMENDATIONS 
aie Trans-Canada Pipelines: It is respect- 
fully submitted that: 

(1) Permission for the export of gas at 
Emerson should be withheld until the utilities 
serving Canadian markets and in particular the 
Winnipeg area have been given an opportunity to 
contract for additional quantities of gas. 

(2) The Board of Transport Commissioners 
or similar body be given the authority to regulate 
throughput charges of Trans-Canada Pipelines and 
to make any adjustment required to establish an 
equitable rate structure. 

(3) The Government of Canada take 
immediate and necessary action to uphold the rights 
of any company with proper franchises, to purchase 


gas from Trans-Canada and to prevent any delays which 
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may tend arise by virtue of their "Exclusive" 
sales contracts. 
UMliEs Liquefied Petroleum Gas Product Line: 

It is respectfully suggested that the best 
Anterests of the potential consumer of LPG products 
will be served by: 

(a) Calling of competitive bids for 
the construction and operation of any future product 
line before any franchise awards are made. 

(bo) Declaring the pipeline to be a 
public carrier and requiring it to transport LPG 
products for any distributor or consumer, 

(c) To prevent the establishment of a 
monopoly in the transport and distripucion, of 
LPG products, the award of a pipeline franchise 
should not be made to any company enjoying a monopoly 
for the distribution of LPG products in any area. 

(d) Throughput charges should be under 
the control of the Board of Transport Commissioners. 

(e) Any company tendering for a pipeline 
franchise should be required to post a bond covering 
the faithful performance of their undertaking. 
QUESTIONS RELATING TO PART I - Trans-Canada Pipe 
Lines Limited: 

(a) Potential market for natural gas in 
Greater Winnipeg and available pipe- 
line capacity. 
Tt is our belief that the building of 


the Trans-Canada Pipeline is an important milestone 
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in the development of the economy of Manitoba. We 
foresee that in areas where natural gas is made 
available, this fuel will in a matter of a few years 
become the most important source of thermal energy. 
Our studies indicate that the market for natural gas 
in Greater Winnipeg is far in excess of that for 
which gas supplies have at present been contracted, 
The capacity of the Trans-Canada Pipeline is now 
300 mncf/day and will be increased to 570 mmcf with 
the construction of two more compressor stations on 
the western leg. As indicated in table one most 
of this capacity has already been sold while negotia- 
tions are in various stages of completion with com- 
panies in other centres of Canada for the remaining 
capacity. At present only 46 mmcf of pipeline 
capacity has been reserved for the Winnipeg market. 
Ours-estimates indicate that in order to satisfy the 
existing market, pipeline capacity equal to at least 
96 mmef/day must be reserved. 

It is therefore clear that with pipeline 
capacity at a premium care must be taken to make 
certain that the Canadian market is assured of 
sufficient gas supply before export is permitted 
at the American border. 

The announced policy of the Trans-Canada 
Pipeline Company is to increase the deliverability 
of the western leg by the addition of four more com- 


pressor stations (making a total of nine stations 
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from the Saskatchewan gate to Winnipeg). The 
additional capacity is planned in order to transport 
200 mmef/day to Emerson for sale to Midwestern Gas 
Transmission Company of the United States. As 
pointed out above, it may be necessary to allot 
some of this capacity for the Winnipeg market. 
It is therefore respectfully recommended that 
approval of gas export at Emerson be withheld until 
the utilities serving, or interested in serving, 
the Winnipeg market have been given an opportunity 
for securing additional quantities of gas. 
(b) Delivered Price of Gas in Manitoba, 

The construction of a large diamcter 
pipeline from the gas fields of Alberta has made 
it possible to transport gas to Manitoba at prices 
considerably lower than would be possible if a 
small diameter pipeline were installed to serve 
the prairie market alone, This fact, however, 
should not be used as an argument to approve gas 
prices greater than those required to bring the gas 
here, That is, the Manitoba market must share in 
the savings arising from the large diameter pipe 
line and should not be expected to subsidize 
areas further along the line. 

It is our belief that the most equitable 
determination of rates for an area is achieved by 


apportioning the costs involved in transporting 


gas to the area on the ratio of pipeline capacity 
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reserved for that area to total pipeline delivera- 
bility tosthat* point’. A set of calculations must 
be made for various load factors so that a rate 
schedule varying with load factor is determined 
Porveach area. 

Fig. 1 contains a schedule of throughput 
charges worked out for the Manitoba rate zone on 
the above basis. In determining the charts, 
published data of Trans-Canada Pipelines have 
been used for the most part. These have been 
supplemented wherever necessary by studies made by 
ourselves and others on the Economics of Natural 
Gas Transmission Lines. The throughput charges 
include depreciation at 34 per cent. General 
taxes at .5 per cent and interest plus profit at 
74 per cent. Cost of gas to Trans-Canada at 


their Saskatchewan gate has been taken at 143¢/mmcf 


which corresponds to the price in effect during 1901. 
In examining Figure 1, several con- 


clusions may be drawn. Firstly it 1s seen that 


the operation of the pipeline at 780 mmcf/day 
results in higher throughput charges than those at 
570 mmef/day. In other words the pipeline would 
be operated above its optimum economic point. 


Since the additional capacity is planned for the 


transport of gas to the American market, it is our 
belief that that market should pay for the additional 
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contention that the rate schedule for the Manitoba 
zone should correspond to that indicated by curve 
(1). Curve (3) indicates the throughput charges 
to Emerson based on the principle outlined in the 
previous section, If, however, all incremental 
costs involved in the export of gas were allocated 
to this operation the throughput charges for export 
gas would be equal to that indicated by curve (6). 
For purposes of comparison we have in- 
cluded the existing general service rate schedule 
of Trans-Canada Pipelines for Manitoba curve (4) 
and the rates contained in the agreement between 
Trans-Canada and Mid-Western curve (5). It is 
seen that while export gas 1s being sold at a dis- 
count the wholesale price in Manitoba is above that 
Justified by throughput costs. Our study indi- 
cates that the excess charges range from 0.8¢/mef 
for 90 per cent load factor to 3.4¢/mef for 50 
percent icad factor. Since the market for gas 
in Manitoba is predominantly space-heating, the 
charges at low load factor are of prime signifi- 
valice., It is concluded that the throughput 
charges at 50 per cent load factor are excessive 
by 20 per cent. In terms of total cost vo the 
area once the market for gas is developed, this 
amounts to excessive charges of over $500,000 


per year. 
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Gas Purchase Contracts 

As is well known the Trans-Canada project 
was made possible by the assistance given by the 
people of Canada through their elected Government. 
This consisted of two steps. The first was the 
agreement by the Federal Government to build the 
Northern Ontario section of the line, which con- 
siste of the most difficult construction of the 
venture, and to lease this section at low rental 
to Trans-Canada. The second was a loan of 


$80 million by the Federal Government to construct 
the western section of the line. Financing of 


the pipe line was completed after Government assis- 
tance was obtained. Financing was also dependent 
upon the knowledge that markets would be available 
to make the venture pay. Several agreements had 
been negotiated with distributing companies but 
there is no substance to the claim that these had 
to bevexcilusive, This point is clearly evidenced 
by the recent testimony of Trans-Canada Pipe Lines 
before the Natural Gas Distribution Enquiry Com- 
mission of Greater Winnipeg wherein they stated that 
no effort was made to examine the agreements be- 
tween distribution companies and their respective 
municipalities. Surely if the pipeline financing 
were dependent upon the establishment of ex- 
clusive distributorships for gas, the franchises 


of the various distribution companies would have 
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been closely examined both by the pipeline company 
and by their underwriters. 

fuete our cOnvenvson thave.u 28 Li one 
best interests of Trans-Canada to deal with all 
companies which are properly franchised, since 
the competition thus existing would help to develop 
the market and increase purchases from the pipe 
Line. 

We believe the "exclusive" sales agree- 
ments to be illegal and against the public interest. 
While we have correspondence from Trans-Canada 
Pipe Lines indicating they would sell us gas Lor 
distribution in any area where we are legally 
franchised, they have reversed their stand on 
wise Mauer. 

Tt is for this reason that we appeal to 
your Commission to recommend to the Federal Govern- 
ment thatimmediate and necessary action be taken 
to ensure that gas be made available to any com- 
pany in Canada which is duly franchised and that 
no delaying action be tolerated. 

It is further respectfully recommended 
that the Board of Transport Commissioners be given 
the authority to control throughput charges of the 
pipe line and that the principle for rate making 


outlined in Section (b) be followed. 
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PART II - LIQUEFIED PETROLEUM GAS PRODUCTS: 
According to a study made by our firm in 
September 1956, the potential market for propane gas 
in the Provincesof Manitoba and Saskatchcwan is 
estimated to be 20,000,000 and 36,000,000 Imperial 
gallons per year respectively. Only domestic, 
commercial and agricultural users are considered 
in the above figures. Additional quantities of 
this product will undoubtedly be used by natural 
gas utilities for peak shaving purposes while 
propane distribution utilities may be organized in 
communities remote from the Trans-Canada Pipe Line. 
While it 1s difficult at present to estimate these 
markets, it is believed that a substantial addi- 
tional demand for propane will be forthcoming from 
these quarters. The possibility of establishing 
chemical industries based upon propane, butanc 
and other LPG products should not be overlooked. 
The construction of the Trans-Canada 
pipe line will result in greater production of 
LPG products at the stripping plants in Alberta. 
The combination of increased production and the 
availability of a large untapped market in the 
Provinces of Manitoba and Saskatchewan will un- 
doubtedly make the construction of a products 
line an economic possibility in the near future. 
To ensure that the transportation and 


distributing of LPG products results in maximum 
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benefits to the ultimate consumer and the country as 
a whole, care must be taken at the outset to pre- 
vent the formation of a monopoly. To this end 

we have made several recommendations which are 


outlined on page 3. 
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TABLE ONE 
ESTIMATED 'SOLD' CAPACITY OF TRANS- 
CANADA PIPE LINES AND DELIVERABILITY 
Daily Deliveries in MCF 


From Nov.1,1958 From Nov.1,1962 
CoVOCh aol. .900 tO. Och. cullen: 


bec Natural Gas Corp. 30,000 102, 000 


sumers Gas Co. 82,500 165, 000 


Northern Ontario Natural Gas 
- Northern Zone 28, 000 69,000 
- Western Zone 25, 000 33,000 
Wilnnipeg & Central Gas 30, 300 46,400 
Union Gas Co. of. Canada ---- (65 100 
TOPAL CONTRACTED DEMAND 195,800 492,300 


{tional Quantities based 

Negotiations with Dis- 

butors in Canada 502000 100, OOO 
AL CANADIAN MARKET 245,300 B92 7 500 


Mifiwestern Gas Transmission 
reement 200,000 


TCIAL CANADIAN & AMERICAN MARKET 792, 000 


DELIVERABILITY OF PIPELINE TO WINNIPEG 


3 Compressor Stations - 300,000 Mcf/day 
5 Compressor Stations - 570,000 Mcf/day 


9 Compressor Stations - 780,000 Mcf/day 
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ESTIMATED THROUGHPUT COSTS AND CHARGES 
OF TRANS-CANADA PIPE LINES 


BASIS - Cost of Gas at Sask.-Alta. border 143¢/MCF 


Cents Per MCF 


Ree he ee ene 


Throughput Throughput Throughput Trans-Can. Trans-Can. 


costs to costs to 
Winnipeg Winnipeg 
capacity Capacity 
Or line — foo mice 
Load 570 mmcf per day 


costs to 
Emerson 
200 mmcf 
per day 
Export 


Factor per day 


90% 9.6 10:3 
80% 10.8 Tu 
75% i> Tens 
70% 12.3 ie ye 
60% at 33 ee 
50% a faeget Tee 


1459 


13.3 


14.1 


General Midwestern 
Service Sales 
Rate Agreement 
Manitoba 
10.4 tio 
bees eve 
seg hagal Leah 
1G. 9 13.24 
13.4 Lae 
203 Ajeet 


---(Fig. One - Trans'Canada Pipe Lines Rates 
and Estimated Throughput Costs - 
see page following page 10 of 


Brief. ) 
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TRANS-CANADA PIPE LINES LIMITED 


160 Bloor Street East, 
Poronte 5, Ontario, 
Buly Sil, oo 


Mer Ol) Fr. Bpennet, 

President, 

Great Plains Gas Company Limited, 
209 Kresge Building, 

Winnipeg 1, Manitoba. 


Dear Mr. Bennet: 


With this letter we are sending you a copy 
of our MD-2 rate schedule which will outline the 
detailed sections of our schedules, and also we 
are sending a summary of the various rates which 
are available in Manitoba. 


Although we do not have a standard contract, 
we do have standard terms and conditions of which 
we are sending you a copy with this letter. 


After you have obtained your necessary 
permits, franchises and certificates to serve 
any city, town or municipality, we shall be glad 
to discuss the details of a contract. 


Very truly yours, 
Bet. LOWE, 
Sales Manager 


BEL/L 


avouursy 


Fai 


: Sipe 
2 ish o cis 


a eter gay 


eee ARDY 
‘ 
P 
Penh: Rees 2 
otf ry 


eee 


aS ie 


YA SEE T RILe ACAMASSSHAAT 


ee IG 


Sed ae g 


ei 


os ant 


VSM VT BD. 5M 
teh seegs 


ret OS . Wi seol: ABO. Beas 1 eearh 
EC LORL ST See St LOS 
EG tts pene “Beak fi 
tana. 3M 63d 
wii hseeoe%s.om veddel aladnaat 
~pyw ries. olubenisg ser Soy-aye te 
Ps “ 5 . ’ —— § : 

A fi J. 4sLaphy  Bhesisse 561 tatat 

. - 
fi ct it foe Swe s BAT OeSe eto 

4 r, 4 wt 3 
sd0e se AI ol gal isvs ats 

fae SE 6ONooD ewlaeuagat 

ha t BUSC? SV 1BOAsseosVen -obuwav 
oe 2 on j OV RA LSASs SP ooh 

cai ‘ We +d wi ie LSJ oe 
®: STRAPS 2 a LGR: QA ESOoee SE. Tao ke aG 
Lene ey Te 243 tie) tas yO wed J ¥ELo ee 
SIC Ve 40 8, SS95D.897 oeugu th of 

Setar, CRs sy Vee 
AE. ee ee 
5 ts Pos | ad ah 


Si? whammy 


6274 


ESTIMATE OF THROUGHPUT COSTS OF TRANS-CANADA 
PIPE LINES FROM SASK.-ALTA, BORDER TO WINNIPEG 


AND EMERSON 


a 


1. DATA - 


Size of Transmission Line to Winnipeg - 34 in. 
Size of Emerson Lateral = era, 
Length of line to Winnipeg - 586 miles 
Length of Emerson Lateral - 48 miles 
Number of compressor stations for 

570 MMCF/day capacity =~ 5 
Number of compressor stations for 

730 MMCF/day capacity a) 9 


®, ESTIMATE OF CAPITAL COSTS 


Sask. Gate Emerson 
to Winnipeg Lateral 


570 MMCF/day 780 MMCF/day 


Cost of Transmis- 


sion Line 


$80,000,0002 $80,000,000 $4,000,000 


Cost of Compressor 


Stations $22,000,000 $52, 000, 000° $1,540, 00028 
Total Cost of Line $102,000,000  $132,000,000 $5,540,000 
Working Capital $ 2,800, 000° ¢ 2,800,000 £----- 


Total Capital 


Investment 
Pipeline 


in 
$104,800, 000 $134,800, 000 $5,540, 000 


Additional Capital 
Investment to in- 
crease capacity from 
570 MMCF/day to 


780 MMCF/day $30, 000, 000° 
NOTES: a. Based on government loan 
bo. Estimated at $4,400,000 each station. 
c. $30,000,000 to be spent to increased capacity 
from 570 MMCF/day to 780 MMCF/day (see page 19 
of prospectus). 
d. Pro-rated cost of compressor station at 


Winnipeg. 


50% of Company's initial working capital 
(see page 4 of prospectus). 
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a ESTIMATE OF OPERATING COSTS PER YEAR 


Sask.gate to Winnipeg 
Increment Costs 
involved in in- 
creasing cap. to Emerson 
570 MMCF/day 730 MMCF/day 7380 MMCF/day Lateral 


Pipeline 
Operating 
Expenses $ 393,000 $ 393,000 # 24,000 


Other and 
General 
Expenses or RyOOO 6 17'7),000 $ 10,800 


Compressor 

Station 

Operating 

Expense $2,230, 0008 $5,530, 0004 $3,300, 000 $157,500 


Gas Com- 
pressionCosts These are dependent on load factor (see Sec 4&5 ) 


General 

taxes at 

0.5% of 

fixed 

assets BLO, OCO 660, 000 L505 .000 2f,{(00 


Depreciation 

at 34% of 

fixed 

assets 3957 OF 000 4,620, 000 1,050, 000 193,900 


Profit & in- 

terest at 73% 

of invest. Tr eoTOro00,) 10,120, 000 23250, 000 415,500 

Income Tax 2,660,000J 3,413,000 758, 000 140, 000 

Total Oper- 

ating Cost 

Less Gas 

Compression 

Charges $17,410,000 $24,918, 000 $7,508, 000 $969,400 
f., At $500 per mile plus $100,000 for dispatching. 
g. At $450,000 per station. 
h. At $615,000 per station. 


j. See section 6, 
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ESTIMATE OF GAS COMPRESSION COSTS 


EMERSON 
SASK.GATE TO WINNIPEG LATERAL 
Increment 
costs in- 
volved in 
increasing 


capacity to 
570MMCF/day 780MMCF/Day , 730 MMCF/day 


Fuel consumed 

in compression 

at each compres- 

sor station 2.5MMCF/day 3.42MMCF/day 0.91 MMCF/day 


Total Fuel 
Consumed per 
year at 100% 


load factor 4 .560MMCF 11.220MMCF 6,660MMCF 332 MMCF 
Fuel Cost at 

100% load 

factor $685, 000 $1,680, 000 $595, 000 $49,800 


Kae | abel SZ/MCP. 
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ESTIMATE OF THROUGHPUT COSTS 


(A) TRANSMISSION FROM SASKATCHEWAN GATE TO WINNIPEG 


‘ = CAPACITY OF LINE. - 570 MMQF/DAY 
LOAD FACTOR 90% 80% 75h 10% 60% 50h 
Total Operating Costs Less Gas 
compression Costs $17,410,000 $17 ,410 ,000 $17 ,410,000 $17,410,000 $17,410,000 $17,410,000 
Gas Compression Costs 615 ,000 547,000 12 ,000 478 ,Q00 410,000 41,000 
Total Throughput Costs per Year $18 ,025 ,000 $17,957 ,000 $17 ,922 ,000 $17 ,888 ,000 $17 ,820 ,000 $17 151.3000 
Total Throughput MMCF Per Year 187 ,000 166,500 156,000 145,509 124 ,800 104 ,000 
Throughput costs per MCF 9 .64¢ 10 .80¢ 11.50¢ 12 .30¢ 14 .30¢ 17 .10¢ 


(B) TRANSMISSION FROM SASKATCHEWAN GATE TO WINNIPEG 
= CAPRULEY (Ob DINE = = 


LOAD FACTOR 


Total Operating Costs Less Gas 
Compressisn Costs $24 ,918 ,000 $24 ,918 ,000 $2h ,918 ,000 $24 ,918 ,000 $24 ,918 ,000 $2h ,918 ,000 


1,515 ,000 1,345 ,000 1,260,000 1,010,000 842 ,000 


Gas Compression Costs 


Total Throughput Costs/Year $26 ,433 ,000 $26 ,263 ,000 $26 ,178 ,000 $26 ,093 ,000 $25 ,928 ,000 $25 ,760 ,000 
Total Throughput MMCF Per Year 256,000 227 ,000 213,000 199 ,000 170,500 142 ,000 
Throughput Cost per MCF 10.32¢ les oes 12 .30¢ 13 .10¢ 15 ..2¢ 18 .1¢ 
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(E) TRANSMISSION COSTS FROM SASKATCHEWAN TO 
EMERSON 


BASED ON AVERAGE COSTS 


Pipeline capacity 780 MMCF/day to Winnipeg 
200 MMCF/day to Emerson 


60% 


50% 


¢ /MCF Vow Il pee deesO) 123.20). T5720 Toyo 
Throug 
Winnipeg 

Emerson ¢/MCF Tenge” poy sMnee Sh WhTSeGn BOveGen 2r73 
Throughput 

ask.gate 

rson ¢/MCF11.86 13.23 ii. Oo. 17,48 20/83 


ee ee ee 


(F) TRANSMISSION COSTS FROM SASK, GATE TO 
EMERSON 


BASED ON INCREMENT COSTS 


Pipeline Capacity 780 MMCF/day to Winnipeg 
200 MMCF/day to Emerson 


90% 80% 75% 70% 60% 50% 


Throughput Cost 
to Winnipeg 
yc: Hove) ieusan Wess, 115 eo ay cre 2O: 9 
Throughput Cost 

Winnipeg to 

Emergion ¢/MCF 1.54 iro ie: 1,04 1.96 2.26 Le: 


Totall Throughput Cost 

-Sashl.gate to 

Emergon 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ESTIMATE OF INCOME TAX PAYMENTS 
(Based upon capacity of line to Winnipeg - 
570 MMCF/Day 
From page 7 of prospectus -- total interest in Canadian 
Funds? ~-o0, 6445196. 
Total Capital Requirements for line $227 , 000, 000 


(Canadian Funds). 


By ratio interest payments on western section of line 
= $104,300,000 x $ 10,644,196 
$227, 000, 000 


= $ 4,870,000 


Total Profit % Interest on Western Section of Line 
= §$ 7,870,000 


Net Profit on Investment in Western Leg = $7,370,000 - 
$4,370, 000 


———— 


Ss OOUROCO 


Income Tax at 47% « x $3,000,000 = $2,660,000 


a7 
D3 


Rate of Income Tax to Investment = $ 2,660,000 x 100 .- 
S104,500,000 5 ag 
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MR. DIMENTBERG : Now, we have indicated 
an additional exhibit which is from Trans-Canada 
Pipe Lines whereby they have stated they will sell 
the gas in the area in which ve are interested at 
the time. Further to that; at this stage they 
have stated that the only way they can sell us gas 
ia-4t° we obtain confirmation of our’ Tranchi sé. 

We feel that that procedure would amount to a 
significant delay to our operation and we feel 
that we are asking this Commission for some help 
in avoiding that delay and obtaining more positive 
action to obtain gas for which we are franchised. 

THE CHAIRMAN; You have your franchise 
now? 

MR. DIMENTBFRG: We have agreements 
with municipalities -- Assiniboia and Charleswood,. 
These agreements have received second reading. 
They have not passed the Public Utilities Board 
ang theo te due°co cne tact that all*the franchises 
in the Winnipeg area depend on Trans-Canada and 
1 has made “it very difficult Torus to obtain 
financing and we feel the situation will probably 
be clarified if you recommend that Trans-Canada 
Pipe Lines be ordered to sell gas to any company. 

THE CHAIRMAN: I notice you are against 
an export permit to Emerson. Do you feel the 
same way with Westcoast at the Vancouver border? 


MR. DIMENTBERG : No, we feel that export 
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ANGUS, STONEHOUSE & CO. LTD. 
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may be beneficial to the Canadian economy, What 
we feel is that exports should not be allowed until 
our market is served. We feel the Winnipeg area 
is not supplied with sufficient quantities of gas 
for future requirements so the export of gas at 
Emerson should be withheld until sufficient quan- 
tities are contracted by distributors in the Winni- 
peg area. We are not opposed to the export of 
gas at Emerson at all. 

MR. PATTERSON: Can we deal just for 
a moment with the present position of Great Plains 
Gas Company? From your remarks am I right in 
taking it that at the moment you expect to get 
certain franchises but they do not,in fact,exist, 
and by reason of the situation in Manitoba that 
you describe you could not at the moment sign a 
contract with Trans-Canada Pipe Lines with any 
assurance of being able to perform them? 

MR. DIMENTBERG: Thats rue. We 
could not at this time sign a contract with Trans- 
Canada. We have not obtained the approval of 
municipal and other boards. 

MR, PATTERSON: Does that also mean at 
the moment Great Plains Gas Company Limited simply 
has its organization of shareholders, you have not 
yet gone for public subscription? 

MR. DIMENTBERG: Thats gtrue:. 


MR. PATTERSON: Are there four or five? 
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ANGUS, STONEHOUSE & CO. LTD. 
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MR. DIMENTBERG: There are five directors 
and officers of the company. 

MR. PATTERSON: Now, what do you con- 
sider, dealing with this LPG matter, what do you 
consider would be the kind of market or size of 
market that would be necessary to justify the 
LPG products? 

MR, DIMENTBERG: We have made some esti- 
mates previously. I think the size of the market 
would determine the diameter of the pipe line. 
Actually the estimates we have had were based on 
something like 170 billion Imperial gallons per 
year throughput and that amounted to an eight-inch 
diameter line. However, that will probably mean 
export either to Port Arthur-Fort William or else 
to the American border. If the market exists 
only in Manitoba and Saskatchewan it will probably 
be a smaller diameter pipe line required. 

MR, PATTERSON: You mention the size 
of the potential market on page e. Is that the 
presently existing market or is that one that comes 
into existence at some time? 

MR. DIMENTBERG: It is not a market 
that is being sold on LPG quantities but it is a 
potential market based upon the comparisons; the 
potential consumers are Manitoba and Saskatchewan, 
to those in North and South Dakota and Montana, and 


we believe the experience shown by these areas is 
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applicable to Manitoba and Saskatchewan conditicns. 

MR, PATTERSON: What you are saying is 
this, if I understand you correctly, that if one 
had at the moment the LPGs to sell you think you 
could find a market to expand the 36 million per 
year? 

MR, DIMENTBERG: Yes, the potential is 
there but it would have to be developed. 

MR, PATTERSON: Now, carrying on with the 
LPG products line you recommend at page 3 that the 
best interests of the potential consumer of LPG 
products will be served by calling on competitive 
bids, for construction. Now, whom would you 
anticipate you would call on for competitive bids? 

MR. DIMENTBIRG: Well, I believe the 
Board of Transport Commissioners would be the body 
that would award the franchise and it would be the 
Board of Transport Commissicners calling for 


tenders. 


MR, PATTERSON: IT am a bit puzzled by 
the use of the phrase "competitive bids". Do you 
mean that the Board of Transport Commissioners 
would intimate ;generally that if someone were to 
come forward with an application to build an LPG 
line the same would be considered; is that not 
about as far as they can go? 

MR, DIMENTBERG : I think so. I think 


the situation would be that if one company proposed 
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that they wanted to build an LPG products line 


the Board of Transport Commissioners before award- 


ing the franchise would make certain whether there 


was any other company that would alao like to build 


on that franchise. 

MR, PATTERSON: Really what you are 
saying by this phrasing is perhaps that it could 
be accomplished by general advertising and publi- 
cation of hearings? 

MR. DIMENTBERG: Well,that probably 
would be sufficient. 

MR, COMMISSIONER HOWLAND: Ta) note the 
procedure now that you can keep your eye or the 
operation of the Board and make a tentative bid 
as you go along? 

MR. DIMENTBERG : Actually we have not 
looked at the situation but if that is the situa- 
tion, that 1s, as far as we feel, quite satisfac- 
TOry. 

MR, PATTERSON: Now, dealing with the 
market for gas in Winnipeg area, studies indicate 
that the market is far in excess of that nKGYS 
which gas supplies have at present been contracted. 
In making that statement, who has contracted for 
gas in Winnipeg? Are other companies such as 
yourself prepared to contract additional volumes 
so they would get up to this 96 MMCF/day figure? 


MR. DIMENTBERG: Well, the only company 
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now that has the contract for gas in Winnipeg is 
the Winnipeg and Central Gas Company and that is 
the figure we have given as to the present con- 
Tracu. As far as the position of other com- 
panies being able to contract for gas, I think 
that position is still uncertain and can only be 
solved by the Greater Winnipeg Distribution Com- 
mission. 

MR, PATTERSON: But have the other com- 
panies indicated that a size of market that is in 
relation to the amount --- 

MR. DIMENTBERG: That is true and that 
4g what we are basing our figures on, both ours 
and others competing for that. 

MR, PATTERSON: Now, to the extent that 
I can briefly review this question oh st ole Heh ¢ 
price of gas in Manitoba, you suggest that the 
Manitoba market must share in the savings arising 
from the large diameter pipe line and should not 
be expected to subsidize areas further along the 
qatar. Now, in making your calculations that 
give rise to the balance of what you have to say 
on the subject, did you take into consideration 
the problem of high peak load in Manitoba inter- 
fering with total throughput during that peak 
period and some proposed penalty factor for Mani- 
toba if there is loss of throughput to the East? 


MR. DIMENTBERG: That is actually 
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considered because as we indicated it is pecan on 
the valuable load factor. We are not asking 

that the Manitoba rate shown, which probably has 

a very low load factor, should pay a lower price 
for gas than someone further along the line, but 

if the load factor consideration is called then 

the price in Manitoba -- that is the basis on which 
our curves are worked out. 

MR. PATTERSON: In other words you are 
saying if you use one-quarter of the diameter of 
the pipe line and somebody else uses one-quarter of 
the diameter then the charge should be related to 
the length of pipe? 

MR. DIMENTBERG: To that point it is 
right. 

MR. PATTERSON: And in your calculations 
throughout you use as your price that of the early 
contracts which were the 143 cents at the Saskatche- 
wan gate? 

MR. DIMENTBERG: ThateLS tiespruce. Con- 
tained in the Trans-Canada prospectus, that is the 
1961 price. 

MR. PATTERSON: Thank you. 

MR, COMMISSIONER HOWLAND: On this LPG, 
in the discussion here I notice that you say on 
page 8: 

"Mo ensure that the transportation and 


"distributing of LPG products results in 
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"maximum benefits to the ultimate con- 
"Sumer and the country as a whole, care 


"must be taken at the outset to prevent 


"She formation of a monopoly.” 


In some of the discussions before us there has been 
considerable satisfaction that without a great deal 
of regulation we have not had a lot of competing 
pipe lines crossing each other. What Ls in your 
mind in the word "monopoly"? 

MR. DIMENTBERG: Monopoly by one pipe 
line. We feel the present situation would be 
justified only with the Anstal@atvaon Of one pro— 
duets line of Western Canada. The term monopoly 
we are using there is a monopoly that will consist 
of a products line in relation to the distribution 
of LPG products to the ultimate consumer. We feel 
that should be effected, if possible, that the con- 
trol of the pipe line operation should be in the 
hands of say one company and the distribution of the 
LPGs should be in the hands of a completely separate 
company or companies. We would prefer more than 
one. 

MR, COMMISSIONER HOWLAND: So you would 
make a distinction between the pipe lines? 

MR. DIMENTBERG: That is right. The 
trunk pipe line would have a monopoly and we feel 
that would probably be the most economical method 


of dealing with the pipe line. 
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We cannot foresee at the moment two pro- 
ducts lines being constructed, two separate com- 
peting companies, but we feel if we have one pipe 
line, if we had a regulating pipe line, the 
distribution of the LPG products should be handled 
by a completely separate company. 

MR, COMMISSIONER HOWLAND: When you 
say "regulated", what do you mean? 

MR. DIMENTBERG: We are referring to 
regulations under the Board of Transport Commis- 
sioners or others. We feel the pipe line should 
be made a public carrier and the regulations should 
be made by the Board of Transport Commissioners, 

I think in the same way as the Interprovincial 
Pipe Line, Phatia, any distributor or refiner 
ean utilize the pipe line and the throughput 
charges could be under regulated Conurol. 

MR, COMMISSIONER HOWLAND: I am not too 
familiar with the regulations but there is a dis- 
tinction between operating as a common carrier and 
being declared a common carrier, and =f =f under=— 
stand it correctly if the Board of Transport 
Commissioners declare a pipe line a common carrier 
then it is subject to considerable regulation as 
to pretty well everything. Trace nour oeLleve 
there is a pipe line so declared, but you had in 
mind that they would have a pipe line so constituted 


4t would be declared a common carrier? 
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MR. DIMENTBERG: Yeas sii. 


MR, COMMISSIONER HOWLAND: And regulated 
in that manner? 
MR, DIMENTBERG: Phat 18 Plight. 


MR, COMMISSIONER HOWLAND: I think that 


vifey gol ES 

THE CHAIRMAN: Mr, Bennett and Mr. 
Dimentberg, we thank you very much for your study 
of Trans-Canada rates and the technical data con- 
tained in your brief. We have not had very much 
time to study the brief but we feel sure that when 
we have had an opportunity to examine it in detail 
if we desire to review it with you or get further 
information I know you will be pleased to supply 
SIE ES Thank you very much, 

This concludes our hearing in Winnipeg 
and before adjourning I want to thank the Province 
of Manitoba for making our stay in Winnipeg so 
pleasant: we have enjoyed your hospitality and 
the arrangements for these hearings. 

I want to thank particularly the officials 
of the Government of Manitoba who cooperated with 


our staff in making arrangements for us and, of 


before us. 


The hearing is now adjourned. 


---Whereupon the hearing adjourned at 12.40 p.m. 


course, thank all the witnesses who appeared 
until Wednesday, July 2nd, in Toronto, Ontario. 
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